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INDEX-DIGEST TO OPINIONS OF COMMISSION 


ABANDONMENT. 
1. JURISDICTION. 


In a proceeding under section 7 (b) of the Natural Gas Act on an appli- 
cation for permission to abandon facilities, applicant, United Gas Pipe Line 
Company, found to be engaged in the transportation of natural gas in inter- 
state commerce through its integrated pipe line system which traverses 
several States and in selling a very substantial portion of such gas in inter- 
state commerce for resale for ultimate public consumption for domestic, 
commercial, industrial, and other use, and, therefore, held to be a natural- 
gas company within the meaning of the Act. In the Matter of United Gas 
Pipe Line Company, Application for Permission for and Approval of the 
Removal and Relocation of Natural Gas Pipe Line Facilities as an Abandon- 
ment of Facilities 

Facilities utilized by applicant in interstate transportation of natural 
gas for delivery at city gates and sale of such gas under the provisions of 
existing rate schedules to a distributing company for resale are facilities 
subject to the jurisdiction of the Commission and their proposed removal 
would constitute an abandonment under section 7 (b) of the Natural Gas 


Applicant, being engaged in the transportation and sale of natural gas in 
interstate commerce for resale, is a natural-gas company and its facilities 
in Monroe County, New York, carrying natural gas transported in inter- 
state commerce are subject to the jurisdiction of the Commission under 
section 7 (b) of the Natural Gas Act. In the Matter of Cabot Gas Corpora- 
tion, Application for Approval of Abandonment of Facilities and Service___ 

Sale and transfer of applicant’s facilities in Monroe County, New York, 
to Rochester Gas and Electric Corporation, applicant’s only customer in 
Monroe County (except for two industrial concerns) which proposes to con- 
tinue service, constitutes an abandonment within the meaning of section 
7 (b) of the Act, id 


2. PRoor. 


In order to justify the granting of permission to abandon facilities, 
the Commission must have before it evidence either, (a) “that the available 
supply of natural gas is depleted to the extent that the continuance of 
service is unwarranted,” or (b) “that the present or future public con- 
venience or necessity permit such abandonment.” In the Matter of United 
Gas Pipe Line Company, Application for Permission for and Approval of 
the Removal and Relocation of Natural Gas Pipe Line Facilities as an 
Abandonment of Facilities 

The expiration or termination of a contract to supply natural gas to a dis- 
tributor by the applicant does not constitute grounds justifying abandon- 
ment of facilities, id 

Whether the applicant and the distributor are able, or are unable, to 
reach an agreement as to their differences on the “question of how long this 
service will be continued” pending the distributor’s connecting with a new 
supply of natural gas expected to be available sometime after November 
15, 1941, is not an issue to be determined in the present proceeding, id 

Applicant’s difficulty in obtaining its requirements of pipe for use in other 
parts of its interconnected system do not, in the light of the present record, 
justify an abandonment of facilities essential to rendering natural gas 
service at city gates in order that such facilities may be removed and 
utilized elsewhere in its interconnected system, id 
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ABANDONMENT—Continued. 
2. Proor—Continued. 


Where granting of application might deprive certain war industries, 

numerous towns and villages, including at least several hundred homes, and 

a number of schools and public buildings, of essential services, on short 

notice, at the beginning of winter with war-time scarcities and limitations 

obtaining, it is proper that applicants be held to convincing proof of the 

specific conditions of section 7 (b), namely, that their available supply of 

natural gas “is depleted to the extent that continuance of service is un- 

warranted” and that “present or future public convenience or necessity 

permit such abandonment.” In the Matter of Godfrey L. Cabot, Inc., and 

Cabot Gas Corporation, Application for Permission to Abandon Pipeline 

Facilities and ‘Discontinue Service... sk 359 
In spite of the fact that applicants have dissipated and exploited their 

supply of natural gas to the ultimate loss, disadvantage and inconvenience 

of the large number of its domestic consumers and the supply of natural gas 

in the local area was rapidly approaching complete exhaustion, applicants’ 

own estimates indicated that their supply would be adequate through June 

1943, and the Commission concluded that applicants’ available supply of 

natural gas was not depleted to the extent that discontinuance of service 

was warranted, but, on the contrary, circumstances required its continuance 

at least throughout the current winter period, id.__._.__.__.___-________-__- 362 
It is immaterial that.a contract of applicant to furnish natural gas will 

not expire until December 31, 1944 since no obligation of such a contract 

can defeat legitimate government authority, id___._.__._-_____-____-______ 364 
In a proceeding under section 7 (b) of the Natural Gas Act, the only is- 

sues are (1) whether the available supply of natural gas is depleted to the 

extent that the continuance of service is unwarranted, and (2) the present 

or future public convenience or necessity permit such abandonment. In 

the Matter of Cabot Gas Corporation and Godfrey L. Cabot, Inc., Denial 

of Application to Abandon Natural Gas Service____-_._-._--._-_-_---_--_----- 584 
Being unable to conclude or find that the available supply of natural gas 

is depleted to the extent that discontinuance of service is warranted, and 

that the present and future public convenience and necessity would permit 

such abandonment of service, the applications must be denied, id_______- 596 
Abandonment permitted on showing that the supply of natural gas avail- 

able to the applicant was depleted to such an extent that continuance of 

natural-gas service is unwarranted. The Rochester Company can use 

the facilities to be acquired from applicant to continue service with arti- 

ficial gas. In the Matter of Cabot Gas Corporation, Application for Ap- 

proval of Abandonment of Facilities and Service._..__--_.---.-------_.- 82 
Applicant’s estimates of, demand upon Cabot, Inc., for 12-month period 

ending April 30, 1944, if service from Cabot Corporation’s transmission line 

sought to be abandoned is continued, found to be excessive by about 93,- 

000 M.c.f. In the Matter of Cabot Gas Corporation and Godfrey L. Cabot, 

Inc., Denial of Application to Abandon Natural Gas Service_____--_-----~- 586 
While accepting applicant’s assumption of a 5 percent per month decrease 

in its daily average production as a formula to be applied in estimating 

its cumulative production for the period March 1943 through February 

1944, the Commission applied the formula to the last month for which 

actual production figures were available, April 1943, rather than starting 

with the figures for February 1943 and making the deductions therefrom, 
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Since it has not been shown that the available supply has been depleted, 
sufficient facts must be presented to support a finding “that the present 
or future piblic convenience or necessity permit such abandonment.” In 
the Matter of United Gas Pipe Line Company, Application for Permission 
for and Approval of the Removal and Relocation of. Natural Gas Pipe Line 
Facittties as an Atansonment....- 3c 8 
Where facilities have been, by their actual use, dedicated to public serv- 
ice over a long period of years and have met the requirements of the com- 
munities served, neither the present nor the future public convenience and 
necessity would permit their abandonment until a showing is made that 
such use is no longer essential and the facilities are no longer utilized or 
that the available supply of natural gas is depleted to the extent that con- 
tinuance of service is unwarranted, id__-..._...__---__----_-_--_---._.-- 10 
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ABANDONMENT—Continued. 
8. PuBLIc CONVENIENCE AND NecessiIry—Continued. 


Public convenience and necessity clearly entitle communities and in- 
dustries which have enjoyed natural gas. service from applicants to a 
reasonable period for readjustment and substitution of other fuels or 
services, before applicants’ service is abandoned, and war industries should 
not be cut off, on insufficient notice, in order to make the pipe line available 
for other war industries elsewhere. Jn the Matter of Godfrey L. Cabot, 
Inc., and Cabot Gas.Corporation, Application for Permission to Abandon 
Pipeline Facilities and Discontinue Service 

Application for approval of abandonment, salvage, removal or sale in 
place of natural gas facilities, previously denied in Jn the Matter of United 
Gas Pipe Line Company, supra, p. 3, granted upon showing that objec- 
tions of distributing company, and other parties previously opposed, have 
been withdrawn, service actually discontinued, and, except as to part agreed 
to be sold in place to distributing company, facilities are no longer used or 
useful in their present location for the transportation or sale of natural 
gas in interstate commerce. In the Matter of United Gas Pipe Line Com- 
pany, Application under Section 7 (b) of the Natural Gas Act for Abandon- 
ment of Facilities 

There must be no discrimination, or unreasonable or unlawful prefer- 
ence to any customer by reason of any supposed contract right, or other- 
wise, pending eventual abandonment of facilities; nor should gas be 
delivered to utilities or industries whose rights should be subordinated to 
those of older customers. In the Matter of Godfrey L. Cabot, Inc., and 
Cabot Gas Corporation, Application for Permission to Abandon Pipeline 
Facilities and Discontinue Service 

In an area where a shortage of natural gas exists, contracts of Cabot, 
Inc. to supply Producers cannot impose an obligation to supply the require- 
ments of Producers, even though other consumers dependent upon the same 
supply of gas are thereby deprived of all service. A utility which has 
undertaken to serve the public may not select customers to be served in total 
disregard of the rights of other customers equally entitled to service. Ap- 
plicants have an obligation to serve all customers dependent upon them for 
service without favor or discrimination and Producers is entitled to its 
equitable share of the available supply and no more. In the Matter of 
Cabot Gas Corporation and Godfrey L. Cabot, Inc., Denial of Application 
to Abandon Natural Gas Service 

Similarly the obligation of a public utility to continue a service already 
undertaken, without preference, is greater than the corresponding obliga- 
tion to serve all consumers in the general service area in which its opera- 
tions are conducted, id 


4. PRACTICE AND PROCEDURE. 


Hearings held concurrently before the Commission trial examiner and a 
Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. In the 
Matter of Godfrey L. Cabot, Inc., and Cabot Gas Corporation, Application 
for Permission to Abandon Pipeline Facilities and Discontinue Service____ 

Supplemental application to abandon and remove a pipe line filed only 
three days before the date of hearing on applications to abandon service 
cannot be disposed of, but must be taken up at a further hearing, pursuant 
to section 7 (b) of the Natural Gas Act. In the Matter of Cabot Gas Corpo- 
ration and Godfrey L. Cabot, Inc., Denial of Application to Abandon Nat- 
ural Gas Service 


ACCOUNTS AND ACCOUNTING. 
1, AUTHORITY TO REGULATE. 


As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt under 
section 318 of the Federal Power Act from Commission’s accounting re- 
quirements because of the provisions of section 6 (a) of the Public Utility 
Holding Company Act or because of the accounting requirements of the 
Securities and Exchange Commission under section 15 (a) of the Holding 
Company Act applicable to holding companies and their subsidiaries as there 
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ACCOUNTS AND ACCOUNTING—Continued. 
1. AUTHORITY To RecuLaTe—Continued. 


is no conflict of jurisdiction in the applicability of the systems of accounts 
of the two commissions. In the Matter of Superior Water, Light 4 Power 
Company, On Order to Show Cause Why Reclassification of Accounts and 
Original Cost Studies Should Not Be Filed__.______--___-_______ 

Since respondent owns facilities used for the transmission and sale of 
electric energy at wholesale in interstate commerce by an affiliated com- 
pany which operates them under a lease, it is a “public utility” under Sec- 
tion 201 (e) of the Federal Power Act. In the Matter of Indiana Hydro- 


Electric Power Company, Reclassification of Electric Plant Accounts of 
Fe rs ila sk J a bitte moiiplandcciainns 


2. Basis or ACCOUNTING SYSTEM. 


Cost, not value, is the fundamental basis of accounting for public utility 
plant. In the Matter of Northwestern Electric Company, Rehearing in Pro- 
ceeding for Reclassification of Electric Plant Accounts of a Public Utility__ 

The excess over actual cost to parent company of properties transferred 
by it to wholly owned and controlled subsidiary in a transaction character- 
ized by complete absence of arm’s-length bargaining and independence of 
judgment, represents a write-up and should not be allowed to remain in 
plant account of subsidiary. In the Matter of Pacific Power & Light Com- 
pany, Reclassification of Electric Plant Accounts of a Public Utility.____- 

“Present fair value” of the property does not permit retention of such a 
write-up in plant account since cost, not value, is the fundamental basis of 
accounting for public utility plant. Cf. In the Matter of Northwestern 
Biectrie:Gompany, 3 FB: P; C. 8B) 16 i 

Estimated original cost based upon conjecture and invalid, improper and 
unsupportable theories and assumptions which involved, among other 
things, reaccounting for general, and administrative expenses, contrary to 
express prohibition in electric plant accounts instruction 2-B of the Com- 
mission’s Uniform System of Accounts, cannot be accepted as a substitute 
for cost when records are available, for legitimate estimates where records 
are not available, or for overhead costs recorded in accordance with man- 
agerial discretion. In the Matter of Minnesota Power & Light Company, 
Reclassification of Electric Plant Accounts of a Public Utility 


3. Cost. 
(a) Acquisition of Property. 


The excess over actual cost to parent company of properties transferred 
by it to wholly owned and controlled subsidiary in a transaction character- 
ized by complete absence of arm’s-length bargaining and independence of 
judgment, represents a write-up and should not be allowed to remain in 
plant account of subsidiary. In the Matter of Pacific Power & Light Com- 
pany, Reclassification of Electric Plant Accounts of a Public Utility.____- 

The cost of common stock of affiliate acquired in a “basket transaction” 
is properly included in plant account by being established in Account 111, 
investment in associated companies, id-___.-_.-__---_---___--_----_-_-- 

The original cost of a generating station and canal previously retired at 
an excessive amount based upon reproduction values (the canal subse- 
quently being discovered to be in use) should be established in Account 110, 
other physical property, and the excess over original cost transferred to 
Account 100.5, electric plant acquisition adjustments, from the reserve 
account in which it had been erroneously placed, id-_---_-___----_.---_--- 

Excess of acquisition cost over original cost of operating units or systems 
purchased, representing payments for nuisance value, going value, fran- 
chise value, monopoly value and other similar intangibles, should not be 
allowed to remain indefinitely in Account 100.5 of the plant accounts of a 
“public utility” but should be properly amortized. In the Matter of The 
California Oregon Power Company, Reclassification of Electric Plant 
Accowste’ OF @ FO Uren a ates eontcacwes 

Discount on stock issued by parent holding company in the acquisition 
of properties, representing the difference between the par and market 
values of the stock, recorded as part of the cost of assets acquired, consti- 
tuted inflation of plant accounts to that extent. Dividends received, dur- 
ing ownership of these properties, by parent holding company from certain 
subsdiary companies in excess of their net income represent the return of 
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ACCOUNTS AND ACCOUNTING—Continued. 
38. Cost—Continued. 


capital and should be credited to investment, and not to income account 
of parent company. In the Matter of Minnesota Power & Light Company, 
Reclassification of Electric Plant Accounts of a Public Utility 

Interest received by parent company from subsidiary which had accrued 
on note of subsidiary prior to its acquisition by the parent company, should 
be credited to investment and not to income account of parent company, id- 

To the extent that the aggregate amount and par value of securities 
issued to parent company in exchange for property was in excess of the 
book cost to the parent company of the properties transferred, the trans- 
actions resulted in a “write-up” of plant account on the books of the 
acquiring company, id 

An arbitrary charge to plant account (offset by a credit to a Reserve for 
Contingencies) upon the transfer of properties from parent to its subsid- 
iary, the accounting “public utility,” is a write-up of plant account, id____ 

The total amount of inflation on the books of subsidiary, the account- 
ing “public utility,” resulting from inter-company transactions accompanied 
by a complete absence of arm’s length bargaining, in which property 
accounts were inflated on the books of parent company and again on trans- 
fer to subsidiary, should not be classified in Account 100.5, electric plant 
acquisition adjustments, on the theory that it represents actual bona fide 
cost, but should be classified in Account 107, electric plant adjustments, as 
a write-up, pending disposition in accordance with the requirements of the 
Commission’s Uniform System of Accounts, id 

Amount charged to plant account as an offset to stock issued is a fiction 
where respondent did not, on the record, acquire electric plant in exchange 
for the stock so issued and should be established in Account 107, electric 
plant adjustments, for disposition as indicated. In the Matter of Indiana 
Hydro-Electric Power Company, Reclassification of Electric Plant Accounts 
of a Public Utility 

An inter-company write-up resulting from the acquisition in 1924 from an 
affiliated company of a hydro-plant and water rights is properly reclassi- 
fiable in Account 107, id 

Transfers of properties between subsidiaries in the same holding com- 
pany system, recorded on books of “public utility” at excesses over bona 
fide cost to the affiliated transferors, cannot be regarded as other than 
write-ups and should be classified in Account 107 until disposed of in such 
manner as the Commission shall direct. In the Matter of Utah Power € 


Light Company, Reclassification of Electric Plant Accounts of a Public 
FO ccenciinoaniirvdeaginiec anata ricaattee natetninahaeneueiiiae ammatiesanibanediaden 7 


(b) Bond Discount and Erpense. 


Bond diseount held to be a part of the cost of money, to be treated in the 
same manner as interest, an expense to be finally discharged when the 
bonds are retired, and not part of the cost of property to be capitalized and 
retired when the property is removed from service by charges to depre- 
ciation reserve. In the Matter of Superior Water, Light 4 Power Com- 
pany, On Order to Show Cause Why Reclassification of Accounts and Orig- 
inal Cost Studies Should Not Be Filed 

Amounts representing bond discount and expense suffered by affiliate in 
connection with transactions in bonds of company, reclassified by company 
from plant account to Account 140, unamortized debt discount and expense, 
should have been established in Account 107, electric plant adjustments, 
pending Commission approval of the transfer to Account 140. In the Matter 
of Pacifie Power & Light Company, Reclassification of Electric Plant Ac- 
counts of a Public Utility 

An amount representing bond discount and expense relating to an in- 
debtedness which matured and has been replaced by a new bond issue 
should be charged off to Account 271, earned surplus, id 

The pro rata portion of unamortized debt and expense relating to pres- 
ently outstanding bonds (137/300 of the life of the bonds having expired) 
should be charged off at onee to Account 271, earned surplus, and a propor- 
tionate part of the batance should be included in the income account for 
years subsequent to 1942 until the entire amount is extinguished, id 
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ACCOUNTS AND ACCOUNTING—Continued. 
8. Cost—Continued. 


The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although 
a proper charge to surplus since the bonds were refunded in 1928, was dis- 
posed of by an immediate charge-off of part to Account 271, earned surplus, 
with transfer of the balance to Account 140, unamortized debt discount, 
from which account it was directed to be amortized over a period not to 
exceed 100 months from June 30, 1942, the remaining original life of the 
refunded bonds, by equal monthly charges to Account 531, amortization 
of debt discount and expenses, provided that amortization might be accel- 
erated by charges to Account 414, miscellaneous debits to surplus. In the 
Matter of Minnesota Power & Light Company, Reclassification of Electric 
Plant Accounts of a Public Utility 


(c) Contributions in Aid of Construction. 


Contributions by consumers in aid of construction, erroneously treated as 
a reduction of cost of construction, should be restored to plant account, 
established as a credit in Account 107, electric plant adjustments, and dis- 
posed therefrom by transfer to Account 265, contributions in aid of construc- 
tion. In the Matter of Superior Water, Light € Power Company, On Order 
to Show Cause Why Reclassification of Accounts and Original Cost Studies 
Should Not Be Filed 


(d) Expenses, Administration, General and Organization. 


Additional organization expenses, included in Account 100.5, electric 
plant acquisition adjustments, should be established by transfer in Account 
301, organization, within Account 100.1, electric plant in service. In the 
Matter of Pacific Power & Light Company, Reclassification of Electric Plant 
Accounts of a Public Utility 

Costs incurred in connection with the organization of another company, 
all interest in which had since been disposed of, should be disposed of by 
a charge to Account 271, earned surplus, id 


(e) Inter-company Contracts and Service Fees. 


Construction contracts entered into between operating public utilities 
and a construction company are contracts between affiliated companies 
and not entered into at arm’s-length where the public utilities and the con- 
struction company are controlled by the same ultimate parent, through the 
latter’s control by the use of proxies, as well aS by other means, of a ma- 
jority of the outstanding voting stock and control of officers and directors 
of the operating public utilities’ parent company and complete ownership 
of the construction company. It is well known, moreover, that corporate 
control may be exercised through the medium of direct ownership of con- 
siderably less than a majority of voting stock. In the Matter of St. Croir 
Falls Minnesota Improvement Company, et al., Reclassification of Electric 
Plant Accounts of Public Utilities 

The fees paid the construction company by the affiliated operating utili- 
ties clearly represented profit to the construction company and hence to the 
parent company. Had the operating utilities themselves done the con- 
struction involved, no profit thereon could have been recorded as cost of 
their electric plant. Intercompany profit is not a proper part of the cost 
of electric plant account of the operating utilities, but instead represents 
write-ups or inflation properly includible in Account 107, id 

Services rendered licensees and public utilities by parent company and 
affiliated service companies should be at cost and all affiliated company 
profits should be removed from the plant accounts. In the Matter of 
Pacific Power & Light Company, Reclassification of Hlectric Plant Accounts 
of a Public Utility 

Such profit to the affiliates should be allowed to remain tentatively in 
accounts pending future investigation at one time of the holding companies 
and affiliated service companies of the entire holding company system 
rather than be adjusted as each case arises, id 

Profits on engineering and legal fees paid to an affiliated engineering and 
management company under common control, and interest on such profits 


we 
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ACCOUNTS AND ACCOUNTING—Continued. 
8. Cosr—Continued. 


(established in Account 100.1, electric plant in service), held not to be a 
proper part of cost of electric plant, but to represent write-ups or inflation 
properly includible in Account 107, electric plant adjustments. In the 
Matter of The California Oregon Power Company, Reclassification of Hlec- 
tric Plant Accounts of a Public Utility 

Fees paid by “public utility” to affiliated construction company which is 
nothing more than an incorporated system of accounting interposed by the 
parent for the purpose of exacting construction fees from supervised oper- 
ating companies, since they represent inter-company profits, are write-ups 
and not proper plant cost, and should be classified, pending disposition, in 
Account 107, in accordance with the provisions of the Uniform System of 
Accounts. Jn the Matter of Utah Power & Light Company, Reclassification 
of Electric Plant Accounts of a Public Utility 


(f) Interest During Construction. 


Interest during construction where no plant was constructed but the 
plant was already in operation on acquisition should not have been capi- 
talized. It was ordered removed from Account 100.5 by a charge to earned 
surplus. Jn the Matter of St. Croiz Falls Minnesota Improvement Com- 
pany, et al., Reclassification of Hlectric Plant Accounts of Public Utilities__ 

Interest cost in connection with financing acquisition of a power plant 
should be reduced by the amount of earnings from operation of such plant 
during preconstruction period and said amount established in Account 107. 
In the Matter of Indiana Hydro-Hlectric Power Company, Reclassification 
of Electric Plant Accounts of a Public Utility 

Interest at the rate of 7% per annum was allowed on construction funds 
obtained through preferred stock issues and notes and loans payable where 
such funds were not ear-marked for construction of plant but were com- 
mingled with other company funds, id 


(g) Investigation and Maintenance Costs. 


Improper charges to plant account representing items which should have 
been charged to maintenance at the time they were incurred should be 
removed from plant account, Account 107, electric plant adjustments, and 
disposed therefrom by a charge to earned surplus. In the Matter of Su- 
perior Water, Light € Power Company, On Order to Show Cause Why Re- 
classification of Accounts and Original Cost Studies Should Not Be Filed__ 

Rate investigation costs and charter expenses incurred by accounting 
utility, improperly charged to its plant Account 100.6, should be classified 
in Account 107, pending disposition. Jn the Matter of Minnesota Power ¢ 
Light Company, Reclassification of Electric Plant Accounts of a Public 
Utility 

(h) Preferred Stock Selling Expense. 


A discount on preferred stock never reflected on company’s books should 
be transferred from Account 100.5, through Account 107, to Account 150, 
discount on capital stock. In the Matter of Pacific Power & Light Com- 
pany, Reclassification of Electric Plant Accounts of a Public Utility 

Items representing expenses in connection with the sale of preferred 
stock, improperly included in Account 100.6, electric plant in process of 
reclassification, should be transferred, pending disposition, to Account 107. 
In the Matter of Minnesota Power & Light Company, Reclassification of 
Electric Plant Accounts of a Public Utility 


(i) Retirements. 


An estimate of unrecorded retirements prior to 1908, subsequently writ- 
ten off against either the reserve account or surplus, found inadequate to 
an extent equal to or greater than the subsequent overretirements now 
sought to be restored to public utility’s plant accounts. Such subsequent 
overretirements held to be offset by prior underretirements and should not 
be included in Account 100.1. In the Matter of Superior Water, Light € 
Power Company, On Order to Show Cause Why Reclassification of Ac- 
counts and Original Cost Studies Should Not Be Filed 
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ACCOUNTS AND ACCOUNTING—Continued. 
8. Cost—Continued. 


An under-retirement representing retirement of certain gas, water and 
railway properties at less than book cost, should be corrected by transfer 
from Account 250, reserve for depreciation, to Account 271, earned sur- 
plus, as in effect a loss on sale of non-electric properties for which no 
provision existed in depreciation reserve. In the Matter of Pacific Power 
¢€ Light Company, Reclassification of Electric Plant Accounts of a Pub- 
OD I ith aig iiccititciadciah Dalila ene ln dain cnt cian a aa teat ai ala ail oes 


See also ACCOUNTS AND ACCOUNTING, 4. Disposition of Accounting Ad- 
justments, (e) Retirements. 


4. DISPOSITION oF ACCOUNTING ADJUSTMENTS. 
(a) Bond Discount and Expense. 


Bond discount and expenses improperly capitalized should be removed 
from company’s plant account, established in Account 107, electric plant 
adjustments, and disposal therefrom by a charge to Account 271, earned 
surplus. In the Matter of Superior Water, Light 4 Power Company, On 
Order to Show Cause Why Reclassification of Accounts ané Original Cost 
OAL TO, IRE IIe Fe Caceres ~iieegtieea nehiitate aetna antiastinbajziciipiaiine 

See also ACCOUNTS AND ACCOUNTING, 3. Cost, (b) Bond Discount and 

Expense. 


(b) Hacess over Original Cost of Acquired Properties (Account 
100.5). 


Amounts in Account 100.5, electric plant acquisition adjustments, should 
either be charged off immediately as in the case of fictitious or paper in- 
crements (American Telephone and Telegraph Co. v. United States, 299 
U. S. 232, 240), or spread over a reasonable period of time, if proper public 
utility accounting practices are to prevail. In the Matter of St. Croiav 
Falls Minnesota Improvement Company, et al., Reclassification of Elec- 
tric Plant Accounts of Public Utilities_...._.__.__-__..-.---__--_-._. q-- 

In determining a reasonable period over which to amortize amounts 
properly includible in Account 100.5, consideration should be given, among 
other things, to the circumstances and facts appertaining to the acquisition, 
the length of time the amounts have been on the books, previous disposi- 
tion of, or provision for, any amounts entered therein, and the financial 
eontities: OF ie Company, ° 10a needle lilinetigelas 

In view of the fact that the amount has been lodged in the accounts for 
18 years, without provision for writing off in accordance with good account- 
ing practices, an amortization period of 5 years, beginning with the year 
ADSS.. hi ot Girenweniee, $6 a a Se 

The excess of corporate cost over original cost of acquired properties 
should be disposed of by amortization over five years by annual charges 
to Account 587, miscellaneous amortization, id_......____._---_-____----- 

A credit acquisition adjustment arising from an excess of original cost 
over purchase price of acquired property included in Account 100.5, should 
be disposed of by crediting Account 250, reserve for depreciation of electric 
DIANE. IE 5 ee OE OU 8 OL Sear 

Evidence in any event fully supports conclusion that the excess of pur- 
chase price, recorded in Account 100.5, electric plant acquisition adjust- 
ments, represents payment for intangibles and the disposition ordered is 
supported by the record, id, Rehearing of Proceeding for Reclassification 
Of AccOwMts 2 ow a i et ee iene 

An amount representing payment for intangibles in connection with 
acquisition of operating units or systems over and above original cost, 
classified in Account 100.5, electric plant acquisition adjustments, should 
be amortized by equal annual charges over a reasonable number of years. 
In the Matter of Pacific Power & Light Company, Reelassification of 
Electric Plant Accounts of a Public Utility__.___-___-_-_-_-____------_-__-__-- 

In practice, tangible plant assets are generally depreciated, whereas in- 
tangible assets are amortized. Accordingly, amounts in Account 100.5, 
electric plant acquisition adjustments, should either be charged off imme- 
diately or spread over a reasonable period of time, if proper public utility 
accounting practices are to prevail. Of. St. Croir Cases, 3 F.:P. ©. 138, 148 
and In the Matter of Pacific Power & Light Company, 3 F. P. C. 329. 
In the Matter of The California Oregon Power Company, Reclassification 
of Electric Plant Accounts of a Public Utility___--__-_-_--_-_------+-----~. 
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ACCOUNTS AND ACCOUNTING—Continued. 
4. DISPOSITION or ACCOUNTING ADJUSTMENTS—Continued. 


Items representing the excess of acquisition cost of intangibles over orig- 
inal cost ordered disposed of by equal annffal charges over a period of 10 
* years, commencing with 1942, to Account 537, miscellaneous amortization, 
id 


See also ACCOUNTS AND ACCOUNTING, 3. Cost, (a) Acquisition of Property. 
(c) Inter-company Fees and Profits. 


The amounts recorded in Account 107 for items representing fees paid the 
construction company by the affiliated operating companies, being clearly 
profit to the construction company and hence to the parent, should be dis- 
posed of by an immediate charge-off to the earned surplus accounts of the 
respective companies. In the Matter of St. Croix Falls Minnesota Improve- 
ment Company, et al., Reclassification of Blectric Plant Accounts of Public 
Utilities 

Fees paid by accounting utilities to a management company under com- 
mon control for engineering and supervision services in connection with the 
acquisition of property, where there is no evidence any services were in 
fact rendered, should be removed from Account 100.5, electric plant acqui- 
sition adjustments, by a charge to Account 271, earned surplus, id 


(d) Interest During Construction. 


Interest during construction where no plant was constructed but the 
plant was already in operation on acquisition should not have been cap- 
italized. It was ordered removed from Account 100.5 by a charge to earned 
surplus. Jn the Matter of St. Croig Falls Minnesota. Improvement Com- 
pany, et al., Reclassification of Electric Plant Accounts of Public Utilities_. 

Items representing interest accruals in excess of amount applicable to 
construction period and charges for labor and other items incurred over a 
period of years and improperly charged to plant account (partially offset 
by imprc .er credits) should be removed from Account 107 and disposed of 
by a charge to Account 271, earned surplus. In the Matter of Pacific Power 


é Light Company, Reclassification of Electric Plant Accounts of a Public 
Utility 


See also ACCOUNTS AND ACCOUNTING, 3. Cost, (f) Interest During Con- 
struction. 


(e) Retirements. 
An amount representing overretirement of transportation equipment 


should be restored in Account 100.1, electric plant in service and the credit 
in Account 107 should be disposed of by transfer to Account 250, reserve for 


depreciation. In the Matter of Superior Water, Light € Power Company, 
On Order to Show Cause Why Reclassification of Accounts and Original 
Cost Studies Should Not Be Filed 

Certain unrecorded retirements offset by an overretirement, resulting in 
net unrecorded adjustments and retirements, removed from plant account, 
established in Account 107, electric plant adjustments, and disposed there- 
from by a charge to Account 250, reserve for depreciation, id 


See also AccouNTs AND AccountTiNnG, 3, Cost, (i) Retirements. 
(f) Write-ups and Miscellaneous Items Classified in Account 107. 


An immediate charge to earned surplus of write-up, represented by 
common stock issued for no consideration, while entirely proper so far as 
accounting principles are concerned, would have caused a large deficit in 
the surplus account, to the consequent detriment of preferred stockholders. 
No other plan being suggested by Northwestern, the Commission, approved 
a charge, or series of charges, to earned surplus over a period of years. 
Of. In the. Matter of Northwestern Electric Company, 2 F. P. C. 327, 342- 
344. In the Matter of Northwestern Electric Company, Rehearing in Pro- 
ceeding for Reclassification of Electric Plants Accounts of a Public Utility_- 

Disposal of a fictitious write-up of common stock, classified in Account 
107, by a charge to earned surplus over a period of years does not violate 
the 5th Amendment to the Constitution by depriving the company or its 
security holders of property without due process of law or by taking prop- 
erty without just compensation, id 


582231—44—-vol. 371 
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ACCOUNTS AND ACCOUNTING—Continued. 
4. DISPOSITION OF ACCOUNTING ADJUSTMENTsS—Continued. 


Common stock issued at organization found to have been issued by pro- 
moters to themselves wholly without consideration and the resultant charge 
to electric plant accounts is a write-up of a plant account properly classi- 
fiable in Account 107 as not representing a valid cost of property and should 
be charged immediately to Account 271, earned surplus. In the Matter of 
Superior Water, Light 4 Power Company, On Order to Show Cause Why 
Reclassification of Accounts and Original Cost Studies Should Not Be Filed_ 

Write-up representing excess over actual cost to parent company of prop- 
erties transferred by it to wholly owned and controlled subsidiary in transac- 
tion characterized by complete absence of arm’s length bargaining and inde- 
pendence of judgment, does not represent a valid cost of property and is 
properly classifiable in Account 107, and should be expunged immediately, 
part of the write-up disposed of by a charge to a special reserve previously 
ordered (2 F. P. C. 508) to be set up and the balance directed to be charged 
to earned surplus ; provided, however, that the company might at its election 
charge all or any part of such balance against capital surplus properly cre- 
ated for such purpose. Jn the Matter of Pacific Power & Light Company, 
Reclassification of Hlectric Plant Accounts of a Public Utility___.._..--_~- 

The Commission approved, as in accord with correct principles of account- 
ing, a plan of disposition of items in Account 107, depending, in part, upon 
the creation of a capital surplus through a capital contribution by an affili- 
ated company and an immediate charge thereto (Account 271), except for 
an item representing excess of acquisition cost over original cost of a water 
system to be charged to water plant Account 108.5. In the Matter of The 
California Oregon Power Company, Reclassification of Electric Plant Ac- 
RA Pe i ene Cr ds a a hd eh prane bars eheeeeorghenest>aammenabep 

No plan of disposition of the remaining amount in Account 107 having been 
proposed by the “public utility,” it was ordered disposed of by a charge to 
the capital surplus to be created as stated, if created by May 15, 1943, other- 
wise to Account 271, earned surplus, id-_._..._---_---____-__---___-___-__ 

The balance of accounting subsidiary company’s “Contingency Reserve” 
ereated by a charge to plant, should be disposed of by a charge in that 
amount to its “Contingency Reserve,” thereby extinguishing the latter. 
In the Matter of Minnesota Power & Light Company, Reclassification of 
Electric Plant Accounts of a Public Utility__._.__-__._-_-------------.---_-_ 

The amount of the write-up representing discount on preferred stock 
delivered by accounting “public utility” to its parent company as a part 
of the consideration for assets transferred, should be transferred to Ac- 
count 150, discount on capital stock, and thereafter accounted for as pro- 
vided by the Uniform System of Accounts, id 

Amount representing expenses incurred on sale of preferred stock deliv- 
ered to parent company, ordered disposed of from Account 107 by a charge 
to Account 151, capital stock expense, and thereafter accounted for as 
provided in the Uniform System of Accounts, id_....---.-________-_____ 

Inflation recorded in plant accounts which arose in connection with secur- 
ity issues by respondent to its company’s parent ordered disposed of by 
a charge to earned surplus, with a condition that the company might 
charge a portion to a capital surplus created for such a purpose, leaving 
in earned surplus a balance equivalent to the requirements for one year’s 
preferred stock dividends, instead of making a charge to the common stock 
or capital surplus account which would amount to compulsory reduction 
in the book or stated value of the stock without compliance with law, and in 
case of charge to capital surplus, would create a “capital surplus ‘deficit’ ” 
at the same time with an earned surplus smaller than the “capital surplus 
deficit.” Section 305 (a) of the Federal Power Act makes it unlawful for 
any officer or direetor of a “public utility” “to participate in the making 
or paying of any dividends of such public utility from any funds properly 
inchuded in: Cagetnl:- GeOOUe Pie kc licomrap stnipemerentioneen 

Plan of respondent to dispose of the amount classifiable in Account 107 
by writing off against a capital surplus of $2,625,000 to be created by a 
reduction in the common stock of a like amount, subjert to the approval of 
the common stockholders, and against available earned surplus, and amor- 
tization of the balance at the rate of 1.75 percent a year, the Federal income 
tax depreciation rate, is not acceptable in that it would defer over a long 
period of years amounts which should be removed from the accounts at 
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ACCOUNTS AND ACCOUNTING—Continued. 
4. DISPOSITION OF ACCOUNTING ADJUSTMENTs—Continued. 


once. Balance of $3,692,780.79 in Account 107 directed to be disposed of at 
once by charge to earned surplus, or in lieu thereof, by charge to a capital 
surplus created for the purpose. In the Matter of Indiana Hydro-EHlectric 
Power Company, Reclassification of Electric Plant Accounts of a Pubdlic 
Utility 

Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
other plans for disposition within thirty days, which will be permitted in 
lieu thereof, if found by the Commission to be consistent with sound princi- 
ples of accounting. Failure to propose a satisfactory alternative plan for 
the disposition of the amounts classified in Accounts 100.5 and 107 will 
justify ordering amounts disposed of as set forth in order entered. In the 
Matter of Mississippi Power & Light Company, Order to Show Cause Why a 
Public Utility Should Not Be Directed to Make Accounting Adjustments___-_ 

Amounts representing write-ups and other improper charges, classified in 
Account 107, should, in accordance with sound principles of accounting, 
be eliminated by a charge to earned surplus, or, by a charge to capital sur- 
plus, if a capital surplus is created for the purpose through the reduction 
or retirement of common stock or in some other appropriate manner. In the 
Matter of Utah Power & Light Company, Reclassification of Electric Plant 
Accounts of a Public Utility 


5. EVIDENCE. 


Valuation evidence relating to earnings available for capital stock, to 
estimated cost of reproduction of properties and business as of various dates 
over a period of years, schedules of residential electric rates, and stock 
quotations, held entirely irrelevant and immaterial to the issue of the re- 
hearing, viz., the presentation of a plan of disposition of the previously 
determined $3,500,000 write-up. In the Matter of Northwestern BHlectric 
Company, Rehearing in Proceeding for Reclassification of Electric Plant 


Accounts of a Public Utility 

Cost, not value, is the fundamental basis of accounting for public utility 
AE ESSERE AS GAS 

Offer of proof as to present value of property is not germane to inguiry 
seeking to determine cost, and such alleged values, even if they exist, do 
not alter the fact that write-ups do not constitute assets or valid cost. In 
the Matter of Utah Power & Light bis Reclassification of Electric 
Plant Accounts of a Public Utility 


6. JURISDICTION Over, AS AFFECTED BY PUBLIC Utitity Hotping CoMPANY 
Act or 1935. 


As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt under 
section 318 of the Federal Power Act from Commission’s accounting require- 
ments because of the provisions of section 6 (a) of the Public Utility Hold- 
ing Company Act or because of the accounting requirements of the Securi- 
ties and Exchange Commission under section 15 (a) of the Holding Com- 
pany Act applicable to holding companies and their subsidiaries as there is 
no conflict or jurisdiction in the applicability of the systems of accounts of 
the two commissions. In the Matter of Superior Water, Light 4 Power 
Company, On Order to Show Cause Why Reclassification of Accounts and 
Original Cost Studies Should Not Be Filed__._..------...+-.-_--------_- 


7. Orper To SHow Cause, ADEQUACY OF RESPONSE TO. 


Respondent’s failure to deny recitals in order to show cause in its re- 
sponse is an admission of the truth of the recitals. In the Matter of Mis- 
sissippi Power & Light Company, Order to Show Cause Why a Public 
Utility Should Not Be Directed to Make Accounting Adjustments 

Respondent’s request for additional time to make revised reclassification 
and original cost studies denied in the absence of a showing that it has, in 
good faith, made a reasonable effort to comply with the Uniform System of 
Accounts, and, without fault upon its part, is unable to complete its com- 
pliance and, at the earliest opportunity, requested additional time within 
which to comply, id 
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ACCOUNTS AND ACCOUNTING—Continued. 
7. Oxnper To SHow CAvUsE, ADEQUACY oF RESPONSE TO—Continued. 


Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
other plans for disposition within thirty days, which will be permitted in 
lieu thereof, if found by the Commission to be consistent with sound prin- 
ciples of accounting. Failure to propose a satisfactory alternative plan 
for the disposition of the amounts classified in Accounts 100.5 and 107 will 
justify ordering amounts disposed of as set forth in order entered, id__._ 


8. REACCOUNTING. 


A public utility having in the past exercised allowable accounting discre- 
tion in apportioning joint expenses between construction and operation, 
may not now reaccount and restate such items to show maximum charges 
to plant account and minimum charges to income. In the Matter of 
Superior Water, Light 4 Power Company, On Order to Show Cause Why 


See also CONSOLIDATION, MERGER, SALE oR DISPOSITION oF F'actLities, 1. 


Conditions of Approval, (b) Proper Accounting Procedure; Cost, 1. 
Accounts and Accounting. 


ACQUISITIONS. 


See CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY ; CONSOLIDATION; 
MERGER, SALE OR DISPOSITION OF FACILITIES. 


ACTUAL LEGITIMATE ORIGINAL COST. 


See Cost; Licenses, 1. Actual Legitimate Original Cost or Fair Value 
Determination; Rates, 6. Rate Base, (c) Depreciation and Depletion, 
(k) Original Cost. 


AFFILIATED COMPANIES. 


See Accounts AND AccounTING, 3. Cost, 4. Disposition of Accounting 
Adjustments; Rates, 6. Bate Base, (j) Operating Cost, (k) Original 
Cost. 

ALLOCATION. 


See Rates, 6. Rate Base, (a) Allocation of Costs. 
AMORTIZATION. 


See AccouNTs AND ACcoUNTING, 3. Cost, (b) Bond Discount and Ex- 
pense, 4. Disposition of Accounting Adjustments, (a) Bond Discount 
and Expense, ‘b) Excess Over Original Cost of Acquired Properties 
(Account 100.5); DEPRECIATION AND DEPLETION, 1. Accounting for; 
SEcurRITIES, 1. Debt Discount and Expense. 


BOND DISCOUNT AND EXPENSE. 


See AccouNTs AND AccounTINe, 3. Cost, (b) Bond Discount and Expense, 
4. Disposition of Accounting Adjustments, (a) Bond Discount and 
Expense; Cost, 13. Interest During Construction; Securtrigs, 1. Debt 
Discount and Expense. 


BURDEN OF PROOF. 


See ABANDONMENT, 2. Proof; Accounts AND AccouNTING, 5. Evidence; 
CERTIFICATE OF PUBLIC CONVENIENCE AND Necessity, 5. Evidence and 
Flements of Proof; Cost, 10. Evidence. 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY. 
1. ALTERNATE ROUTE. 


Alternative pipeline route proposed by intervening state commission dis- 
approved because of urgent need for installation of project, inasmuch as 
the proposed change would result in a 3-month delay in completing the 
project and would require new proceedings before the Commission. Jn the 
Matters of Cities Service Transportation and Chemical Company, et al., 
Applications for Certificates of Public Convenience and Necessity 
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CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY—Con. 
2. CoNDITIONS To ISSUANCE. 


Since the exact character, nature and amount of the securities finally to 
be issued has not yet been determined, issuance of certificate conditioned 
upon Commission approval of final plan, including all agreements, char- 
acter and nature of the securities to be issued, cost of money, and consid- 
eration to be. received for securities. In the Matter of Tennessee Gas and 
Transmission Company, Amended Application for Certificate of Public 
Convenience and Necessity 

Since record does not reveal the character, nature and amount of the 
securities to be issued, issuance of certificates conditioned upon Commis- 
sion approval of final plan of financing, including all agreements, character 
and nature of the securities to be issued, cost of money, and consideration 
to be received for the securities. Jn the Matters of Cities Service Transpor- 
tation and Chemical Company, et al., Applications for Certificates of Public 
Convenience end Necessities. oon. th a 

Since the plan under which it is proposed to operate the facilities of the 
transportation company has not been revealed in the evidence, issuance of 
certificate is conditioned upon Commission approval of proposed plan of 
operation, including all contracts in connection therewith, id 


8. CONVENIENCE AND NECESSITY. 


In making a choice between the two applicants each of whom is qualified, 
financially and in ability and experience to construct, install, and operate 
the project, the Commission found that the public convenience and necessity 
would be better served, both now and in the future, by the issue of a limited 
certificate for a period of five years, or for the present war emergency, 
whichever is longer, to Panhandle whose estimate of cost was lower, in 
view of the fact that Ohio Fuel might not be free from the restraining effects 
of a federal injunction and proposed the project only as a war emergency 
measure. In the Matter of The Ohio Fuel Gas Company and Panhandle 
Eastern Pipe Line Company, Applications for Certificates of Public Con- 
venience and Necessity 

Certificate of public convenience and necessity was issued to holding 
company authorizing it to acquire and operate the facilities of its six wholly 
owned subsidiaries where it appeared that the transaction would involve no 
new financing and would not change revenues or fixed charges. Consolida- 
tion would result in operating economies, corporate responsibility would be 
centralized and the simplification of bookkeeping would promote efficiency 
of operation and aid in providing better service to the public. Jn the Mat- 
ter of Southern United Gas Company, et al., Applications for Certificates 
of Public Convenience and Necessity 

Certificate of public convenience and necessity issued to applicant, a 
natural-gas company, authorizing it to acquire and operate a gas trans- 
mission pipe line for the transportation and sale for resale of natural 
gas in interstate commerce from an unaffiliated distributing company and 
to construct and operate a pipe line to connect line to be acquired with 
its existing interstate transmission line, on findings that (a) applicant 
anticipates an increased demand from industries at Mobile where it was 
unable to meet the 1942-1943 peak day demand because of insufficient de- 
livery capacity and the proposed interconnection will result in a minimum 
increase of 1,250 M. c. f. per day in the deliverability of gas to Mobile; 
(b) all negotiations were at arm’s length; (c) the interconnection will 
result in increased deliveries at a saving to the selling company; (d) ap- 
plicant’s current cash funds appear ample for the expenditures and the 
purchase price reasonable; (e) the proposed acquisition, interconnection 
and operation will not interfere with the present and continued sale and 
distribution business of the selling company; (f) War Production Board 
has granted a preference rating order and authority to purchase the mate- 
rials needed; (g) the Securities & Exchange Commission has approved 
the purchase; and (h) it is in the public interest. Jn the Matter of United 
Gas Pipe Line Company, Application for Certificate of Public Convenience 
and Necessity 

Certificate of public convenience and necessity authorized on applicant’s 
showing War Production Board approval of the proposed construction and 
authorization for required materials, firm commitments for an adequate 
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CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY—Con. 
8. CoNVENIENCE AND Necessity—Continued. 


supply of natural gas, and firm commitments for the necessary financing, 
on Commission's finding that the proposed pipe-line project is and will be 
required by the present and future public convenience and necessity. In the 
Matter of Tennessee Gas and Transmission Company, Application for 
Certificate of Public Convenience and Necessity 


See also CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 5. Evidence 
and Elements of Proof. 


4. ENp Uses or NATURAL GAS, JURISDICTION OVER. 


Since the Natural Gas Act does not authorize the Commission to regulate 
rates for direct sales to industrial consumers, which class of sales furnishes 
the keenest competition to the coal industry, or to suspend rates for indirect 
sales for industrial purposes, the Commission is not vested with complete 
and comprehensive authority to act as arbiter over the end uses of natural 
gas, on basis of contention by intervenors representing the coal industry 
that the use of natural gas for industrial and space-heating purposes con- 
stitutes a dissipation of natural-gas resources and threatens the coal 
industry with ruinous competition. In the Matter of Tennessee Gas and 
Transmission Company, Amended Application for Certificate of Public 
Convenience and Necessity 


5. EVIDENCE AND ELEMENTS OF PROOF. 


The apparent need for additional sources of gas to meet the threatened 
shortage in the Appalachian area, and the availability of the reserves of 
one of the companies through the project, indicate that it would both serve 
in the present condition and be available in the future, thereby satisfying 
the requirements of the Natural Gas Act for the issuance of a certificate, 
especially as no opposition to project was offered. In the Matter of The 
Ohio Fuel Gas Company and Panhandle Eastern Pipe Line Company, 
Applications for Certificates of Public Convenience and Necessity 

The Commission, finding an additional supply of natural gas to be 
needed in the Appalachian region to be served by the applicant’s proposed 
pipe line, gave applicant 60 days’ additional time within which to submit, 
at further hearings, evidence of firm commitments for the financing neces- 
sary to effect the proposed construction, firm commitments for an ade- 
quate supply of natural gas, and such other evidence as would meet the 
minimum requirements laid down by the Commission’s decision In the Mat- 
ter of Kansas Pipe Line &€ Gas Company, 2 F. P. ©. 29, together with au- 
thorizations from War Production Board for the materials required in 
the proposed construction. In the Matter of Tennessee Gas and Trans- 
mission Company, Application for Certificate of Public Convenience and 
Necessity 

Certificate of public convenience and necessity authorized on applicant’s 
showing War Production Board approval of the proposed construction 
and authorization for required materials, firm commitments for an ade- 
quate supply of natural gas, and firm commitments for the necessary 
financing, on Commission’s finding that the proposed pipe-line project is 
and will be required by the present and future public convenience and 
necessity, id, Amended Application for Certificate of Public Convenience 
and Necessity 4 

Certificates of public convenience and necessity for construction of 
facilities for the transportation of natural gas in interstate commerce 
authorized on applicant’s showing War Production Board’s issuance of 
preference rating certificate, adequate and ample gas reserves, and firm 
commitments for necessary funds to complete the project, pending final 
financial arrangements, and on Commission’s finding that fuel require- 
ments for vital war industries and civilian demands make it imperative 
that the natural-gas transportation shortage in the mid-continent area 
be relieved with all possible speed and that the construction of the pro- 
posed facilities is and will be required by present and future public con- 
venience and necessity. In the Matters of Cities Service Transportation 
and Chemical Company, et al., Applications for Certificates of Public Con- 
venience and Necessity 


See also CeRTIFICATE OF PuBLIC CONVENIENCE AND NE&cESsSITY, 3. Con- 
venience and Necessity. 
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CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY—Con. 
6. “GRANDFATHER” CLAUSE. 


A certificate of public convenience and necessity is required by section 7 
(c) of the Natural Gas Act for the construction, installation and operation 
of a natural gas pipe line connecting the facilities of two natural-gas com- 
panies even though one of the companies has pending before the Commission 
an application for a certificate under the “grandfather” clause of section 
7 (c) of the act and the proposed facilities were claimed to be within its 
service area. In the Matter of The Ohio Fuel Gas Company and Panhandle 
Eastern Pipe Line Company, Applications for Certificates of Public Con- 
venience and Necessity 

A certificate of public convenience and necessity issued under the “grand- 
father” provision of section 7 (c) of the Natural Gas Act to one of applicants 
should be vacated, in view of the fact that there is no provision in the Act 
for the transfer of a certificate issued under the provisions of section 7, 
when the facilities are acquired and operated by a parent holding company 
which applies for a certificate under section 7 authorizing such acquisition 
and operation. In the Matter of Southern United Gas Company, et al., 
Applications for Certificates of Public Convenience and Necessity 

Since applicant holding company which did not acquire the facilities of 
the subsidiaries and file a “grandfather” application covering the facilities 
and operations within the 90-day period allowed after the amendment of 
section 7 of the Act, it is subject to the provisions of section 7 (c) prohibiting 
engaging in the transportation or sale of natural gas, subject to the juris- 
diction of the Commission, or acquiring or operating any facilities therefor 
or extensions thereof, without having applied for and obtained a certificate 
of public convenience and necessity therefor. The application is to be 
decided in accordance with the procedure provided in section 7 (e), id 


7. TRANSFER OF CERTIFICATE. 


There is no provision in the Natural Gas Act for the transfer of a cer- 
tificate issued under the provisions of section 7. In the Matter of Southern 
United Gas Company, et al., Applications for Certificates of Public Con- 
venience and Necessity 


CONFISCATION. 
See Licenses, 3. Effect of Fair Value Provisions. 
CONSOLIDATION, MERGER, SALE OR DISPOSITION OF FACILITIES. 
1. CONDITIONS OF APPROVAL. 
(a) Baisting Liabilities. 


Where the transferor is to be dissolved upon consummation of the sale, 
it is appropriate, in authorizing the sale of facilities operated in apparent 
violation of the Federal Power Act, that the sale be made on the condition 
that the transferee acquires the properties subject to all liabilities and obli- 
gations under the Federal Power Act to which the present owner would be 
subject if it continued to own, operate or maintain the project. In the 
Matter of Olcott Falls Company, et al., Joint Application for Approval of 
Proposed Sale of Property of a Public Utility 


(b) Proper Accounting Procedure. 


An intervener’s contention that the applicants’ depreciation reserves are 
inadequate should not delay the proceedings pending a detailed study 
thereof, for, where depreciation reserves are inadequate, proper adjust- 
ments should be made regardless of whether merger or other proceedings 
are in prospect, and the condition of the reserves will not be impaired by the 
proposed merger. In the Matter of Western Massachusetts Hlectric Com- 
pany, et al., Application for Approval of Merger, Consolidation and Acquisi- 
tion of Facilities 

Applicant’s willingness to create out of capital surplus a special reserve in 
the amount of the excess of the consideration to be paid over the net 
assets acquired per books, and to charge immediately against such reserve 
the difference between the consideration and the net original cost of the 
assets to be acquired as determined by the vendor, retaining the balance 
in the reserve intact pending final determination of the original cost of 
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CONSOLIDATION, MERGBER, SALE OR DISPOSITION OF FACIL- 
ITIES—Continued. 


1. ConpITIONS or ApPpRovAL—Continued, 


the acquired plant, removes aay objection the Commission might other- 
wise have had with respect to the accounting for the transaction. Jn the 
Matter of Pennsylwania Electric Company, Application for Approval of 
Acquisition and Merger of Electric Facilities 


(c) License for Hydroelectric Project. 


The question whether a proposed transfer of an unlicensed hydroelectric 
generating project operated and maintained in apparent violation of the 
Federal Power Act could be found consistent with the public interest was 
obviated, since, simultaneously with the filing of the application for au- 
thorization to transfer, applicant filed application for a license for the 
facilities proposed to be sold and agreed to accept such license as the 
Commission might lawfully authorize. In the Matter of Olcott Falls Com- 
pany, et al., Joint Application for Approval of Proposed Sale of Property 
of a Public Utility 

Since certain facilities of one of the applicants include a hydroelectric 
development on navigable waters of the United States (In the Matter of 
Bellows Falls Hydro-Electric Corporation, 2 F. P. C. 380) operated in 
violation of the Federal Power Act, applicant had been required to make 
due application for a license for such development, pursuant to Part I of 
the Federal Power Act, and to accept such license as might lawfully 
issue. Such application and agreement to accept being filed prior to 
hearing, the issue was removed from the proceeding. Question as to law- 
fulness of operation of other unlicensed projects of applicants on other 
streams saved for future consideration by Commission. In the Matter of 
Western Massachusetts Electric Company, et al., Application for Approval 
of Merger, Consolidation and Acquisition of Facilities 


2. JURISDICTION. 
(a) In General. 


A corporation owning and operating facilities for the hydro-electric 
generation of electric energy, electric lines and other facilities, including 
transformers, by means of which it transmits and sells at wholesale 
electric energy transmitted from Vermont and consumed ‘at points outside 
thereof by persons other than the transmitter, is a “public utility” within 
the meaning of the Federal Power Act. In the Matter of Olcott Falls 
Company, et al., Joint Application for Approval of Proposed Sale of 
Property of a Public Utility 

The sale by such “public utility” of the whole of its facilities within the 
jurisdiction of the Commission is subject to the requirements of section 
203 of the Federal Power Act for authorization of such sale by the 
Commission, 

Under arrangement known as Connecticut Valley Power Exchange, one 
applicant company exchanged surplus electric energy with other com- 
panies and purchased, under a contract for firm power, and transmitted 
over its facilities, electric energy generated in States other than Massa- 
chusetts and transmitted therefrom and consumed outside thereof and sold 
such energy to the other applicant companies for resale. The facilities 
for such transmission and sale held facilities for the transmission and sale 
of electric energy at wholesale in interstate commerce, and the applicant 
vendor company, by reason of ownership and operation of such facilities, a 
“public utility” within the meaning of section 203 of the Federal Power 
Act. In the Matter of Western Massachusetts Blectric Company, et al., 
Application for Approval of Merger, Consolidation and Acquisition of 
Facilities 

Where, by a proposed merger and consolidation, each of three “public 
utilities” disposes of the whole of its facilities subject to the jurisdiction 
of the Commission, each such disposal is subject to the requirements of 
section 203 for authorization by the Commission. The proposed merger 
and consolidation of facilities subject to the jurisdiction of the Com- 
mission, is also subject to the requirements of section 203, id 

By proposed acquisition of utility assets and facilities for generation 
and local distribution of electric energy, applicant, Penelec, a “public 
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CONSOLIDATION, MERGER, SALE OR DISPOSITION OF FACIL- 
ITIES—Continued. 


2. Jurispicrion—Continued. = 


utility” under the Federal Power Act, held to merge or consolidate its 
facilities, subject to the jurisdiction of the Commission, with facilities 
of Keystone, within the meaning and subject to the requirements of 
sectidn 203 of the Federal Power Act. In the Matter of Pennsylvania 
Electric Company, Applications for Approval of Acquisition and Merger 
of Facilities 

Proposed acquisition of facilities of Bradford, a “public utility” under 
the Federal Power Act, by Penelec, held to constitute a merger or con- 
solidation of the latter’s facilities subject to the jurisdiction of the Com- 
mission, with those of Bradford, within the meaning and subject to the 
requirements of section 203 of the Federal Power Act, id 

Proposed acquisition of utility assets and facilities of an unaffiliated 
utility company by applicant, Penelec, a “public utility” under the Federal 
Power Act, held to result in a merger or consolidation of its facilities, 
subject to the jurisdiction of the Commission, with those of the selling 
company, within the meaning and subject to the requirements of section 
203 of the Power Act. Jn the Mutter of Pennsylvania Electric Company, 
Application for Approval of Acquisition and Merger of Electric Facilities__ 


(b) As Affected by the Public Utility Holding Company Act of 1935. 


Where one of the applicants, the transferee, had applied to the Securities 
and Exchange Commission for authorization to acquire such facilities under 
the Public Utility Holding Company Act of 1935 and might be exempt 
from the requirements of section 208 of the Federal Power Act by virtue 
of section 318 of that Act, the Commission expressed no opinion as to 
jurisdiction as to such acquisition pending a decision by the Securities and 
Exchange Commission, but confined its consideration to the proposed dis- 
position by the transferor. In the Matter of Olcott Falls Company, et al., 
Joint Application for Approval of Proposed Sale of Property of a Public 


The proposed acquisitions having been approved by the Pennsylvania 
Public Utility Commission, are exempt from section 9 (a) of the Public 
Utility Holding Company Act of 1935, and hence are not exempt under 
section 318 of the Federal Power Act from section 203 of the latter Act. 
In the Matter of Pennsylvania Electric Company, Applications for Ap- 
proval of Acquisition and Merger of Facilities 

As the Pennsylvania Public Utility Commission had approved the ac- 
quisition, applicant is exempt from the requirements of section 9 (a) of 
the Public Utility Holding Company Act of 1985 and hence not exempt by 
section 318 of the Federal Power Act from section 203 of the last-named 
Act, i 


8. Pustic INTEREST, CoNSISTENCY WITH. 


Savings in operating expenses, however small, should redound ultimately 
to the benefit of rate payers and investors; and, in the absence of adverse 
factors, are sufficient to establish that the proposed merger will beneficially 
affect the public interest. In the Matier of Western Massachusetts Electric 
Company, et al., Application for Approval of Merger, Consolidation and 
Acquisition of Facilities 

In bringing about the elimination of the affiliated Agency and simplifica- 
tion of corporation relations, and in laying a foundation for the dissolution 
of the Holding Company, the proposed merger and consolidation will be 
beneficial, id 

While contracts for power and services between companies which are 
subsidiaries of the same holding company are of little assistance and may 
be a detriment in determining the reasonableness of rates to ultimate con- 
sumers, the making of proper cost ailocations among areas served by a 
consolidated company is little, if any, more difficult than determining the 
reasonableness of the allocations necessarily implicit in contracts among 
companies with each other dealing at less than arm’s length, id 

Proposed merger and consolidation held, subject to the conditions stated 
and the usual conditions of the Commission’s orders of authorization and 
approval, to be consistent with the public interest, id 
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CONSOLIDATION, MERGER, SALE OR DISPOSITION OF FACIL- 
ITIES—Continued. 


8. Pustic INTEREST, CoNsSISTENCY WitH—Continued. 


Commission found that merger of facilities, in furtherance of a general 
plan of acquisition and refinancing of separate corporate entities engaged 
in electric service, when consummated, should result in certain economies 
due to simplification of corporate structures and elimination of items of 
corporate expense and duplication of records and reports; that service to 
consumers, present and future, should be enhanced since the capital to meet 
increasing needs and demands for service will be more readily available 
and physical interconnection of the facilities to be acquired with those of 
applicant should be conducive to improved operating stability and con- 
tinuity of service; and.that there had been adequate compliance with the 
statutory provisions governing transactions of this character. As the re- 
sultant mergers were found to be consistent with the public interest, the 
applications were approved. In the Matter of Pennsylwania Electric Com- 
pany, Applications for Approval of Acquisition and Merger of Facilities__ 

Proposed merger found to eliminate uneconomic duplication of facilities 
for the service of consumers, In the Matter of Pennsylvania Electric Com- 
pany, Application for Approval of Acquisition and Merger of Electric 
OI cna arg ale ache ct esses ine enc i enamel ete ceil tes ih 

Because of applicant’s willingness to charge off immediately against a 
special reserve created out of capital surplus the excess of the consideration 
to be paid over the net assets to be acquired per books, the proposed merger, 
if carried out in that manner, found consistent with the public interest, and, 
on that basis, application granted, id 


CONSTRUCTION PERIOD. 
See Cost, 6. Construction Period. 
CONTRIBUTIONS IN AID OF CONSTRUCTION. 


See AccoUNTs AND ACCOUNTING, 3. Cost, (c) Contributions in Aid of Con- 
struction; Rates, 6. Rate Base, (b) Contributions in Aid of Construction. 


COOPERATIVE PROCEDURE WITH STATE COMMISSIONS. 
See Jurispiction, 2. Concurrent Hearings. 
COST. 


1. ACCOUNTS AND ACCOUNTING. 


While any deficit created in licensee’s earned surplus by charging dis- 
allowed items of actual legitimate original cost to that account, will 
preclude the declaration of dividends until the deficit is wiped out, objec- 
tion would be substantially eliminated hy the creation of a capital surplus 
for the absorption of such deficit. In the Matter of The Niagara Falls 
Power Company, Licensee, Order to Show Cause Why Accounting Instruc- 
tions in previous Order Determining Actual Legitimate Original Cost 
BROOMS: OR Be MOOR Te ai on ea 

Licensee will not be permitted to retain disallowed amounts in its fixed 
accounts or to accumulate a reserve out of future earnings sufficient in 
amount to equal at the expiration of the license the amount previously 
ordered charged to earned surplus, id__.._.-------..----_____.___-_ 

The determination of actual legitimate original cost has a direct and 
immediate importance under section 10 (d) of the Federal Power Act 
which requires that excessive earnings, after the first 20 years of operation 
under the license, shall be accumulated in an amortization reserve for use 
in reduction of the net investment in the project, id___-_.___--___________ 

Licensee held to have failed to show cause why accounting requirements 
previously prescribed should not be made effective and enforced, id______ 

An item directed to be charged to earned surplus by former order was 
transferred to Account 100.6, electric plant in process of reclassification, 
for consideration during examination of the reclassification and original 
cost studies submitted by licensee. In the Matter of Pennsylvania Power 
& Light Company, Rehearing as to Certain Items of Actual Legitimate 
Original Cost of Wallenpaupack Project No. 487, Pennsylvania 
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COST—Continued. 
2. ADMINISTRATION EXPENSE. 


An allocation of general administrative.expense on the basis of arbitrary 
percentages cannot be approved. Only the actual cost can be allowed. In 
the Matter of the Determination of Actual Legitimate Original Cost of 
Rock Island Project No. 943, Washington, Puget Sound Power and Light 
Competes: THC a5 iieenceislendaRadbicaciee abun 

Administrative salaries previously charged to operating expenses in ac- 
cordance with an established policy of predecessor company, cannot now 
be allowed as part of actual legitimate original cost of licensed project. 
In the Matter of the Determination of Actual Legitimate Original Cost of 
Ariel Project No. 935, Washington, Inland Power & Light Company, 
Licensee 


3. AFFILIATED COMPANIES. 
(a) Construction Costs. 


Construction fee paid by licensee to an affiliated company found by 
Commission to be either a part of the construction department of licensee 
or an incorporated system of accounting interposed by the parent company 
(Blectric Bond and Share) for the purpose of exacting construction fees 
from its supervised operating companies, held not allowable as part of the 
actual legitimate original cost of the project and any cost involved held to 
be covered by allowance for overhead charges on Electric Bond and Share 
billings for engineering services. In the Matter of the Determination of 
Actual Legitimate Original Cost of Wallenpaupack Project No. 487, Penn- 
sylwania, Pennsylvania Power & Light Company, Licensee 

Allowance for charges for engineering services rendered by parent hold- 
ing company, which controlled licensee throughout pertinent period, must 
be limited to*the cost thereof to such holding company, id 

In determining the cost of Electric Bond and Share engineering services, 
the Commission allowed the capitalization of 50 percent overhead on direct 
actual salary cost, id 

Engineering fees of an affiliated construction company allowed only to 
the extent of actual cost to affiliated contractor. In the Matter of the 
Determination of Actual Legitimate Original Cost of Rock Island Project 
No. 943, Washington, Puget Sound Power and Light Company, Licensee__ 

Fees for management services paid to affiliates allowed only to the extent 
of actual cost to the affiliate, id 

Charges paid for services to holding company, which, during the period 
pertinent to this determination, controlled both the licensee and its prede- 
cessor through intermediate holding companies (which it controlled by 
proxies, stock ownership, common directors and offices, and other means), 
allowed only to the extent of cost of such services to it. In the Matter of 
the Determination of Actual Legitimate Original Cost of Ariel Project No. 
935, Washington, Inland Power & Light Company, Licensee. 

Fee paid to affiliated construction company by licensee disallowed, follow- 
ing Pennsylvania Power & Light Company, Licensee, Project No. 487, 3 


(b) Entertainment, Traveling and Miscellaneous Earpenses. 


Entertainment expenses, traveling expenses, including cost of moving 
employees of an affiliated construction company and their families between 
jobs and branch offices, the annual retainer paid to a technical school, mis- 
cellaneous items classified as employees welfare and franchise and other 
taxes, disallowed as items of cost. In the Matter of the Determination of 
Actual Legitimate Original Cost of Rock Island Project No. $45, Washing- 
ton, Puget Sound Power and Light Company, Licensee 


(c) Overhead. 


In allocating overheads in cost accounting, a relationship of overhead 
costs to direct costs must be shown or the allocation is unwarranted. In 
the Matter of the Determination of Actual Legitimate Original Cost of 
Wallenpaupack Project No. 487, Pennsylvania, Pennsylvania Power & Light 
Company, Licensee 
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COST—Continued. 
8. ArrirtiaTED ComPpaNrIes—Continued. 


Rents and other expenses of branch offices maintained by affiliated con- 
tractor for contact with existing and prospective clients and development 
of new business do not represent overhead costs on this project, since the 
contractor, because of affiliation, was assured of licensee’s business. In the 
Matter of the Determination of Actual Legitimate Original Cost of Rock 
Island Project No. 943, Washington, Puget Sound Power and Light Com- 
PONS, .. SANOMING 0 iti ee a Ld ot Sth 

Executive salaries of affiliated contractors representing new business ex- 
pense, advertising, and publicity similarly disallowed, id~_......_.__---. 


See Cost, 10. Evidence, 11. Exchange of Assets for Securities. 
4. Bonvs. 


Contingent salaries (bonuses) of a selected few officers and employees 
of the affiliated contractor, “measured by a percentage of the net earnings 
of the corporation,” disallowed as representing a distribution of profits. In 
the Matter of the Determination of Actual Legitimate Original Cost of 


Rock Island Project No. 943, Washington, Puget Sound Power and Light 
Company, Licensee 


5. Construction Costs. 
(a) Cessation Salaries. 


Cessation salaries paid by affiliated contractor to its field construction em- 
ployees in the intervals between jobs allowed as a necessary construction 
cost. In the Matter of the Determination of Actual Legitimate Original 
Oost of Rock Island Project No. 943, Washington, Puget Sound Power 
ONE: TARE CE ee a ee tesesererengolnagn dies 


o 
(b) Investigations and Studies. 


Cost of investigating various streams other than the river involved dis- 
allowed, since the sites investigated are still available for development. 
Such cost should be carried in a suspense account until the sites investi- 
gated are developed or abandoned. In the Matter of the Determination of 
Actual Legitimate Original Cost of Rock Island Project No. 943, Washing- 
ton, Puget Sound Power and Light Company, Licensee__.___-_--._-------- 

Cost of making a study, during period 1926-29, of the power requirements 
of licensee’s system for the next ten years, disallowed, id___-_--___--_---- 


Claim based upon a study of reproduction cost less accrued depreciation 
as the rate base rejected, id 


(c) Losses. 


Losses resulting from the operation of orchards on project lands pending 
their disposition are a proper project charge, provided licensee debits or 
credits project cost with the net result of its orchard operations in subse- 
quent years. In the Matter of the Determination of Actual Legitimate 
Original Cost of Rock Island Project No. 948, Washington Puget Sound 
Power and Light Company,-Licensee____._..1.-.-.-_-....-.-1----_----- 

Net loss suffered by licensee as the result of bank failure allowed, pro- 


vided additional liquidating dividends are credited to project cost as they 
are received, id 


(d) Maintenance, Repairs and Improvements. 


The cost of work undertaken to provide a deeper channel to intake of 
hydraulic canal, supply additional water required to hydraulic station under 
construction, and improve ice conditions during winter months, but stopped 
before completion because of change in plans, should be transferred to a 
suspense account pending completion or definite abandonment. In the 
Matter of the Determination of Actual Legitimate Original Cost of Project 
No. 16, New York, The Niagara Falls Power Company, Licensee___.-.-_-_- 

Cost of removing refuse, properly an operating expense but erroneously 
charged to fixed capital by licensee’s predecessor disallowed, id 
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COST—Continued. 
5. ConsTRucTION Costs—Continued. 
(e) Material Omitted from Project Through Error. 


The difference between the purchase price and salvage value of material 
purchased for installation in the project flow line but omitted through a 
gross engineering error, not allowed. In'the Matter of the Determination 
of Actual Legitimate Original Cost of Wallenpaupack Project No. 487, 
Pennsylvania, Pennsylvania Power & Light Company, Licensee 


(f) Rentals. 


Rental charges for use of transmission line in furnishing construction 
power to project prior to date of the line’s inclusion under the license by 
amendment, disallowed. Interest during construction allowed on trans- 
mission-line expenditures to the same extent as if the line had been 
initially licensed. In the Matter of the Determination of Actual Legitimate 
Original Cost of Rock Island Project No, 943, Washington, Puget Sound 
Power and Light Company, Licensee 


(g) Storage Charges. 


Storage charges on turbines disallowed on the ground that such charges 
were attributed solely to a deliberate delay in construction. In the Matter 
of the Determination of Actual Legitimate Original Cost of Rock Island 


Project No. 943, Washington, Puget Sound Power and Light Company, 
Licensee 


See Cost 3. Affiliated Companies, (a) Construction Costs, 7. Credits, 15. 
Property Used and Useful. 


6. CONSTRUCTION PERIOD. 


The construction period during which interest, taxes, and related items 
may be allowed as part of the actual legitimate original cost of the project 
- held not to be extended by deliberate delay of licensee in construction fol- 
lowing the sharp falling off of demand after the business recession of 
1929-30, resulting in increased project cost. The construction period does 
not extend beyond the date when the licensee, by due diligence and pru- 
dence, could have completed the project. The license prescribed the maxi- 
mum, not the minimum, period for completion of project construction. 
In the Matter of the Determination of Actual Legitimate Original Cost 
of Rock Island Project No. 943, Washington, Puget Sound Power and Light 
Company, Licensee 

A reasonable allowance is to be made for interest during construction. 
The construction period embraces not only the period of actual physical con- 
struction of the project, but also that devoted to preliminary investigations, 
designs, etc. Three years prior to the date on which actual physical 
construction began (the maximum period for preliminary permits), allowed 
as the preliminary period. In the Matter of the Determination of Actual 
Legitimate Original Cost of Ariel Project No. 935, Washington, Inland 
Power & Light Company, Licensee 


7. CREDITS. 
(a) Financing, Premiums Applicable to. 


Net premiums applicable to financing constituent company’s subsidiary 
are not a proper credit to fixed capital accounts of constituent company. In 
the Matter of the Determination of the Actual Legitimate Original Cost of 
Project No. 16, New York, The Niagara Falls Power Company, Licensee__ 


(b) Interest on Bank Balances. 


Credits for interest earned on unexpended funds in bank disallowed 
since the allowance of interest was computed on monthly expenditures 
rather than advances to the contractor. In the Matter of the Determina- 
tion of Actual Legitimate Original Cost of Rock Island Project No. 948, 
Washington, Puget Sound Power and Light Company, Licensee 
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COST—Continued. 
7. Crepirs—Continued. 
(c) Rentals. 


Amounts collected during construction as rent on nonproject acreage 
should be treated as a credit applicable to project cost. In the Matter of 
the Determination of Actual Legitimate Original Cost of Wallenpaupack 
uae No. 487, Pennsylwania, Pennsylvania Power & Light Company, 

eENnsee 


See also Cost, 5. Construction Costs, (c) Losses. 
8. CLArms AGAINST PROJECT. 


Amount paid to extinguish a claimed perpetual right to electric energy 
for manufacturing purposes allowed. In the Matter of the Determination 
of Actual Legitimate Original Cost of Wallenpaupack Project No. 487, 
Pennsylvania, Pennsylvania Power ¢ Light Company, Licensee 


9. Etectric ENERGY FURNISHED IN CONSTRUCTION OF PROJECT. 


The amount to be allowed for power furnished by licensee to affiliated 
construction company for construction purposes, purchased by licensee from 
affiliated companies, is the amount paid therefor, including an allowance 
for power purchased by licensee but not furnished construction company 
because of line losses. In the Matter of the Determination of Actual 
Legitimate Original Cost of Wallenpaupack Project No. 487, Pennsylvania, 
Pennsylwania Power & Light Company, Licensee 

The cost of power, including line losses, furnished by licensee from its 
own system to affiliated construction company for use in construction is to 
be allowed as part of project cost, id 

Cost of power furnished to the project during construction, from licensee’s 
own system, allowed. In the Matter of the Determination of Actual Legiti- 
mate Original Cost of Rock Island Project No. 943, Washington, Puget 
Sound Power and Light Company, Licensee 


10. EVIDENCE AND PROOF. 


A claimed cost may be so in excess of the cost of comparable construction 
or purchase as to require disallowance of the claimed amount in excess of 
what is reasonable, where licensee fails to meet the burden of justifying 
such claimed cost. In the Matter of the Determination of Actual Legiti- 
mate Original Cost of Wallenpaupack Project No. 487, Pennsylwania, Penn- 
sylvania Power & Light Company, Licensee 

Opinion evidence of licensee’s expert that the fair market value of secu- 
rities issued in the consolidation was at least equal to their par value and 
valuation of licensee’s lands and water rights, rejected as having no pro- 
bative value. In the Matter of the Determination of Actual Legitimate 
Original Cost of Project No. 16, New York, The Niagara Falls Power Com- 
pany, Licensee 

Contention that determination of actual legitimate original cost of a 
licensed project “is no more than preservation of evidence useful only when 
the license has expired” has been consistently rejected by the Courts. The 
Niagara Falls Power Company, Licensee. Order to Show Cause Why 
Accounting Instructions in Previous Order Determining Actual Legitimate 
Original Cost Should ‘Not Be Made Effective 

Cost determination is material in connection with Section 16 of the Act 
under which the United States may take immediate possession of the proj- 
ect when “the safety of the U. S. demands it”, id 

On rehearing, evidence received established a charge for engineering 
services, previously disallowed because of lack of evidence of relationship 
to the project, to be a proper project charge. In the Matter of Pennsyl- 
vania Power & Light Company, Rehearing as to Certain Items of Actual 
Legitimate Original Cost of Wallenpaupack Project No. 487, Pennsylvania_ 


11. ExcHANGE or AsseErs For SECURITIES. 
Transactions whereby distribution facilities, franchises and power con- 
tracts were transferred on January 1, 1910 to a predecessor company by its 


affiliate (acquired by licensee through a consolidation in 1918) resulting 
in a charge to the predecessor company in excess of the book cost of the 
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COST—Continued. 
11. ExcHANGE or ASsETs ror Securities—Continued. 


properties to the original affiliated owner was disallowed as inflation not 
representing any investment, for there was no semblance of arm's length 
bargaining in the transaction. In the Matter of the Determination of 
Actual Legitimate Original Cost of Project No. 16, New York, The Niagara 
Falls Power Company, Licensee 

In 1910 merger of predecessor companies in which there was no pretense 
of arm’s-length bargaining, the book cost of properties acquired was in- 
creased without a dollar of investment and without any change in stock- 
holders. Resulting write-up disallowed as inflation, id 

Intercompany profits paid to parent construction company by wholly 
owned constituent company arising from land transactions, plant and trans- 
mission line construction, and interest on intercompany profits, and appear- 
ing on licensee’s books as a result of 1918 consolidation, disallowed, id____ 

Consolidation of 1918 found to be not an arm’s-length transaction as 
neither group participating had any occasion or incentive to scrutinize the 
other’s property accounts. The cost provisions of the Federal Power Act 
“must be taken to forbid inflation of cost by any device,” id 


See also ACCOUNTS AND ACCOUNTING, 3. Cost, (a) Acquisition of Property ; 
Cost, 3. Affiliated Companies. 


12. Group INSURANCE. 


See Cost 3. Affiliated Companies, (b) Entertainment, Traveling and 
Miscellaneous Bxpenses. 


13. INTEREST DuRING CONSTRUCTION. 


Funds used in construction of project are to be treated as licensee’s own 
funds and a reasonable rate of interest allowed thereon where, because of 
the intermingling of funds from all sources, it is impossible to segregate 
and identify the exact source of project construction funds. In the Matter 
of the Determination of Actual Legitimate Original Cost of Wallenpaupack 
Project No. 487, Pennsylwania, Pennsylvania Power & Light Company, 
Licensee 


Interest at the rate of 6 percent on construction expenditures allowed 
as reasonable, id 

Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. 
In the Matter of the Determination of Actual Legitimate Original Cost of 
Project No. 16, New York, The Niagara Falls Power Company, Licensee__— 

Since none of licensee’s permanent financing could be specifically “ear- 
marked” as applicable to this project only, 6 percent determined to be a 
reasonable rate for use of licensee’s own funds during construction. In the 
Matter of the Determination of Actual Legitimate Original Cost of Rock 
Island Project No. 943, Washington, Puget Sound Power and Light Com- 
pany. Licensee 

An additional amount for interest during construction allowed on engi- 
neering expenses previously disallowed but approved on rehearing. In the 
Matter of Pennsylvania Power & Light Company, Rehearing as to Certain 
Items of Actual Legitimate Original Cost of Wallenpaupack Project No. 
487, Pennsylvania 


See also Cost, 6. Construction Period. 
14. LANDs. 


Payment to appraisers of nonproject land, acquired in connection with 
the project acreage allowed. In the Matter of the Determination of Actual 
Legitimate Original Cost of Wallenpaupack Project No. 487, Pennsylvania, 
Pennsylvania Power & Light Company, Licensee 


15. Property Usep anp Userul. 


Amount expended to convert a construction building into a clubhouse 
for project visitors and employees, not useful in the operation of the project, 
held not a proper project cost. In the Matter of the Determination of 
Actual Legistimate Original Cost of Wallenpaupack Project No. 487, Penn- 
sylwania, Pennsylvania Power & Light Company, Licensee 
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COST—Continued. 
16. RecuLAtTory COMMISSION EXPENSE. 


Regulatory expenses incurred in connection with hearings before the 
Commission as to the cost of this project, constitute operating expenses 
and accordingly are disallowed as capital charges. In the Matter of the 
Determination of Actual Legitimate Original Cost of Wallenpaupack Proj- 
ect No. 487, Pennsylvania, Pennsylvania Power ¢ Light Company, Licensee_ 


CREDITS. 
See Cost, 7. Credits. 
DEBT DISCOUNT AND EXPENSE. 


See AccoUNTS AND ACCOUNTING, 3. Cost, (b) Bond Discount and Expense, 
4. Disposition of Accounting Adjustments, (a) Bond Damn and 
Expense ; Securities, 1. Debt Discount and Expense. 


DECLARATION OF INTENTION. 


See NAVIGABLE WaTERS, 1. Jurisdiction, 2. Evidence—Effect on Naviga- 
bility and Interstate Commerce. 


DEPRECIATION AND DEPLETION. 
1, ACCOUNTING For. 


The determination of the annual allowances (annual expenses) for deple- 
tion, depreciation and amortization (sometimes referred to jointly as depre- 
ciation) and the accrued depreciation in the properties must be consistent. 
In the Matter of Canadian River Gas Company, etc., Consolidated Proceed- 
ing on Investigation into the Rates and Charges of Canadian River Gas 
Company, Colorado Interstate Gas Company, and Colorado-Wyoming Gas 
Company 

If consistency is maintained in computing annual expense and the 
accrued depreciation or depletion reserve requirements, reasonable results 
may be expected, almost irrespective of the method or theory adopted, id_- 

Annual allowance for depletion and depreciation must be correlated with 
the actual existing depletion and depreciation, in order to avoid injustice 
to the natural-gas company or the rate payer. In the Matter of City of 
Cleveland, Complainant v. Hope Natural Gas Company, Defendant, etc., 
Consolidated Proceedings on Complaints and Order for Investigation of 
Reasonableness of Interstate Wholesale Rates 

Where reasonable and proper depletion and accounting practices have 
been followed by a natural gas company, the resulting reserve is the best 
measure of the depletion and depreciation existing in the property. The 
required depletion and depreciation reserve will be deducted from the actual 
legitimate cost of the company’s property for rate-making, id 

Where reasonable and proper depreciation accounting practices have 
been observed, the resulting reserve represents the best measure of the 
depreciation existing in the property and should be deducted from the 
gross cost in a rate base determination. City of Detroit and County of 
Wayne, Michigan v. Panhandle Hastern Pipe Line Company, et al., etc., 
Investigation on Complaint and Commission’s Own Motion of Rates Charged 
for Sale of Natural Gas in Interstate Commerce 

Annual depreciation expense and accrued depreciation are two phases of 
the same phenomenon and must be determined consistently or grave in- 
justices will result. Jn the Matter of Interstate Natural Gas Company, 
Inc., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 


2. OBSERVATION METHOD. 


Accrued depreciation based upon observed percent condition of the 
property is inconsistent with a determination of an annual charge to op- 
erating expenses for depreciation based upon the probable length of 
life of the enterprise—an economic aspect, neglecting the physical aspects 
of the property. In the Matter of Canadian River Gas Company, etc., Con- 
solidaied Proceeding on Investigation into the Rates and Charges of Ca- 
nadian River Gas Company, Colorado Interstate. Gas Company, and 
Colorado-Wyoming Gas Company 
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DEPRECIATION AND DEPLETION—Continued. 
2. OBSERVATION MetrHop—Continued. 


Determination of accrued depreciation primarily by the observation proc- 
ess, obtaining what is called a “percent condition” of the property, is fal- 
lacious in view of the fact that most production and transmission property 
is not visible and the extent to which service life has been consumed ecan- 
not be determined from observation alone. Functional causes of retire- 
ment of property, moreover, receive little consideration from the visual 
method. In the Matter of City of Cleveland, Complainant v. Hope Natural 
Gas Company, Defendant, etc., Consolidated Proceedings on Complaints and 
Order for Investigation of Reasonableness of Interstate Wholesale Rates__ 

The “observed deterioration” method of determining accrued deprecia- 
tion is inherently fallacious since it is based on a consideration of super- 
ficial evidence of pbysical deterioration only, while disregarding more 
important factors, such as the remaining life of gas reserves, obsolescence, 
and the economic life of the property ; confuses the appearance or physical 
condition of property with true depreciation, which is the using up of its 
economic or service life; does not give consideration to all factors con- 
tributing to the retirement of property ; and hence cannot reflect the actual 
existing depreciation. In the Matter of Intersiate Natural Gas Company, 
Inc., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 


8. Porostry, Pay THICKNESSES, AND OPEN FLow. 


Estimates of gas reserves, based on porosity, pay thicknesses and open 
flow, not founded on proper data, must be considered essentially unreli- 
able. In the Matter of Canadian River Gas Company, etc.,. Consolidated 
Proceeding on Investigation into the Rates and Charges of Canadian River 
Gas Company, Colorado Interstate Gas Company, and Colorado-Wyoming 
Gas Company 


4. PressuRE DECLINE METHOp. 


The pressure decline method is recognized as a satisfactory method of 
estimating gas reserves in a field that is depleted as much as 15 percent 
or more and where reliable pressure and production data are available. 
In the Matter of Canadian River Gas Company, etc., Consolidated Proceed- 
ing on Investigation into the Rates and Charges of Canadian River Gas 
Company, Colorado Interstate Gas Company, and Colorado-Wyoming Gas 
Company 

The pressure decline method, theoretically, automatically accounts for 
any migration of gas reserves. If the isobaric maps are properly drawn, 
this factor is accounted for, id 

Annual depletion and depreciation determined by straight-line service 
life and unit-of-production methods, the rates and methods used to de- 
termine depletion and depreciation actually existing in plant. In the 
Matter of City of Cleveland, Complainant v. Hope Natural Gas Company, 
Defendant, etc., Consolidated Proceeding on Complaints and Order for In- 
vestigation of Reasonableness of Interstate Wholesale Rates 


5. PropucTion MerHop. 


The “production method” of depleting the cost of production plant, ir- 
respective of the time within which the reserves are used up, returns the 
total investment in production facilities in depletion expense allowances 
based on a unit allowance for depletion per M. c. f. of gas produced. In 
the Matter of Canadian River Gas Company, etc., Consolidated Proceeding 
on Investigation into the Rates and Charges of Canadian River Gas Com- 
pany, Colorado Interstate Gas Company, and Colorado-Wyoming Gas Com- 
pany : 


6. Reserve REQUIREMENT. 


A determination of both accrued and annual allowance upon the service 
life principle, is simple, consistent and reasonable. The annual charge 
to expenses should be the best possible measure of service value used up 
in a year and the net accumulation of these annual charges is the best 
possible determination of the expired outlay, hence the best measure of 
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DEPRECIATION AND DEPLETION—Continued. 
6. RESERVE REQUIREMENT—Continued. 


the actual depreciation existing in the property as of that date. No dis- 
tinction should be made as to depreciation before and after enactment of 
the Natural Gas Act. In the Matter of Canadian River Gas Company, 
etc., Consolidated Proceeding on Investigation into the Rates and Charges 
of Canadian River Gas Company, Colorado Interstate Gas Company, and 
Colorado-Wyoming Gas Company 

The proper depreciation reserve requirement at any given time is the 
accumulated amount of proper annual provision for depreciation, less the 
cost of property retired. In the Matter of Interstate Natural Gas Com- 
pany, Inc., ete., Investigation on Complaint and Commission’s Own Motion 
of Rates Charged for Sale of Natural Gas in Interstate Commerce 

Such required depletion and depreciation reserve is the best measure of 
actual existing depletion and depreciation in the properties, id 

Where reasonable and proper depletion and depreciation accounting has 
been observed, resulting reserve is best measure of the depletion and de- 
preciation existing in property, i. e., the accumulated cost of the property 
which has been consumed in service. In the Matter of Cities Service Gas 
Company, Investigation on Complaint and Commission’s Own Motion into 
Reasonableness of Rates Charged for the Sale of Natural Gas in Interstate 
Commerce 

The Commission’s staff properiy presented a complete depreciation and 
depletion reserve requirement study, i. e., a computation of the reserves 
which should have accrued had respondent properly recorded in reserves 
the accumulated cost of the property consumed in service. Accrued de- 
preciation is the sum of the proper annual depreciation expenses from the 
beginning of the property, less the total net cost of property retired, id__ 


See also DEPRECIATION AND DEPLETION, 1. Accounting for. 
7. Service Lire MErHop. 


A determination of both accrued and annual allowance upon the service 
life principle, is simple, consistent and reasonable. The annual charge to 
expenses should be the best possible measure of service value used up in 
a year and the net accumulation of these annual charges is the best possible 
determination of the expired outlay, hence the best measure of the actual 
depreciation existing in the property as of that date. No distinction should 
‘tbe made as to depreciation before and after enactment of the Natural 
Gas Act. In the Matter of Canadian River Gas Company, etc., Consoli- 
dated Proceeding on Investigation into the Rates and Charges of Cana- 
dian River Gas Company, Colorado Interstate Gas Company, and Colorado- 
Wyoming Gas Company 

For purposes of applying the service life principle for depreciable prop- 
erty it is necessary to make certain that the life of the enterprise will 
exceed that of the longest life of any major unit of property, id 

The Commission here adopted the service life principle for determining 
annual and accrued depreciation and the production method for deter- 
mining annual and accrued depletion of production facilities, id 

Actual existing depletion and depreciation is the extent to which the 
service life, that is, the economic life, of the property has been consumed 
due to exhaustion of natural gas supply, wear, inadequacy, and obsoles- 
cence. In the Matter of City of Cleveland, Complainant v. Hope Natural 
Gas Company, Defendant, etc., Consolidated Proceedings on Complaints and 
Order for Investigation of Reasonableness of Interstate Wholesale Rates__ 

Annual depletion and depreciation determined by straight-line service 
life and unit-of-production methods, the same methods used to determine 
depletion and depreciation actually existing in plant, id 


8. SrraicHt LIne Basis. 


See DEPRECIATION AND DEPLETION, 7. Service Life Method. 
See also Rates, 6. Rate Base, (c) Depreciation and Depletion. 


DISCRIMINATION. 


See ABANDONMENT OF NATURAL GAs Facritigs, 3. Public Convenience and 
Necessity. 
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DISPOSITION OF FACILITIES. 
See ConsoriIDATION, Mercer, SALE on DISPOSITION OF FACILITIES. 
DISTRIBUTING COMPANIES. 
See Jurispiction, 4. Facilities. 
DONATIONS. 
See Rates, 6. Rate Base, (d) Donations. 
DUE PROCESS. 


See ACCOUNTS AND ACCOUNTING, 4. Disposition of Accounting Adjust- 
ments, (f) Write-ups and Miscellaneous Items Classified in Account 
107. 


END USES OF NATURAL GAS. 


See CERTIFICATE OF PUBLIC CONVENIENCE AND Necessity, 4. End Uses of 
Natural Gas, Jurisdiction over. 


ENERGY USED DURING CONSTRUCTION. 

See Cost, 9. Electric Energy Furnished in Construction of Project. 
ESTOPPEL. 

See Licenses, 2. Estoppel to Question Validity of. 
EVIDENCE. 


See ACCOUNTS AND AccoUNTING, 5. Evidence ; CERTIFICATE or PuBiic Con- 
VENIENCE AND NEcgessIry, 5. Evidence and Elements of Proof; Cost, 10. 
Evidence and Proof; ,INTERSTATE ComMercE, 1. Electric Bnergy, 
Transmission and Sale in, (b) Evidence; NAVIGABLE WATERs, 2. Navi- 
gability and Interstate Commerce, Effect on; PRAcTICE AND PROCEDURE, 
6. Rehearing; Rates, 4. Practice and Procedure, (b) Evidence. 


SXEMPTION. 


See CONSOLIDATION, MERGER, SALE OR DISPOSITION OF FACILITIES, 2. Juris- 
diction, (b) As Affected by Public Utility Holding Company Act of 
1935; INTERSTATE CoMMERCE, 1. Electric Energy, Transmission and 
Sale in, (d) State Regulation ; Licensgs, 1. Actual Legitimate Original 
Cost or Fair Value Determination ; NavigABLe WATERs, 1. Jurisdiction 
and Control; Rates, 3. Jurisdiction. 


EXPENSES, PAST, CAPITALIZED. 


See Cost, 2. Administration Expense; Rates, 6. Rate Base, (1) Past 
Expenses Capitalized. 


EXTENSIONS OF NATURAL GAS PIPE LINES. 
See CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY. 
FACILITIES. 


See ABANDONMENT; ACCOUNTS AND AccouNTING, 1. Authority to Regu- 
late; CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY; CONSOLIDA- 
TION, Mercer, Sate or Disposition or FActLities; Cost; Drprecta- 
TION AND DEPLETION ; INTERSTATE COMMERCE. 


FAIR HEARING, 


See ACCOUNTS AND ACCOUNTING, 4. Disposition of Accounting Adjust- 
ments; PRACTICE AND PROCEDURE. 


FAIR RETURN. 
See Rates, 8. Rate of Return. 
FAIR VALUE. 


See AccoUuNTs AND AccouUNTING, 2. Basis of Accounting, 3. Cost, (a) 
Acquisition of Property; DEPRECIATION AND DEPLETION; Licenses, 1. 
Actual Legitimate Original Cost or Fair Value Determination; Rates, 
4. Practice and Procedure, (b) Evidence, 6. Rate Base, (k) Original 
Cost. 
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FUTURE ADDITIONS. 


See Rates, 6. Rate Base, (f) Future Additions and Construction Work 
in Progress. 


GATHERING, PRODUCTION AND. 


See JurispicTion, 8. Production and Gathering; Rarsgs, 8. Jurisdiction. 
GOING VALUE. 


See Accounts anp Accountine, 8. Cost, (a) Acquisition of Property ; 
Rates, 6. Rate Base, (h) Going Value. 


GOVERNMENT LANDS. 


The issue of navigability is not eliminated from proceeding by the fact 
that application for license is based on occupation of public lands. Sec- 
tion 4 (e) of Federal Power Act requires the protection of navigability 
where existent. In the Matter of Wisconsin Michigan Power Company, 
Declaration of Intention and Application for License for Project No. 1759, 
Michigan 
GROUP INSURANCE. 


See Cost, 3. Affiliated Companies, (b) Entertainment, Traveling and 
Miscellaneous Expenses. 


HEARING. 
See PRACTICE AND ProcEDURE, 6. Rehearing. 
HOLDING COMPANIES, 


See CERTIFICATE OF PUBLIC CONVENIENCE AND Necgssiry, 3. Convenience 
and Necessity; CONSOLIDATION, Mercer, SALE OR DISPOSITION OF FActLi- 
ties, 8. Public Interest, Consistency with; Cost, 3. Affiliated Com- 
panies. 


HOLDING COMPANY ACT OF 1935. 


See ACCOUNTS AND ACCOUNTING, 1. Authority to Regulate; Consormpa- 
TION, MERGER, SALE oR DISPOSITION OF FACILITIES, 2. Jurisdiction, (b) 
As Affected by Public Utility Holding Company Act of 1935. 


INTEREST DURING CONSTRUCTION. 


See ACcOUNTs AND AccoUNTING, 3. Cost, (f) Interest During Construc- 
tion, 5. Disposition of Accounting Adjustments, (d) Interest During 
Construction ; Cost, 13. Interest During Construction; RATEs, 6. Rate 
Base, (i) Interest During Construction. 


INTERIM ORDER. 
See Rates, 4. Practice and Procedure, (c) Interim Order. 
INTERSTATE COMMERCE. 
1. Evecrric ENERGY, TRANSMISSION AND SALE IN. 
(a) Facilities. 


Facilities in Connecticut owned and operated by respondent for the trans- 
mission and sale at wholesale of electric energy transmitted from Connec- 
ticut and consumed in the State of New York by persons other than the 
transmitter, were facilities for the transmission and sale at wholesale of 
electric energy in interstate commerce and respondent was by virtue of 
such ownership and operation a public utility within the meaning of that 
term as used in the Federal Power Act. In the Matter of Connecticut Light 
and Power Company, Order to Show Cause Why Respondent Is Not a Public 
Utility and Failed to Comply With Uniform System of Accounts 

Facilities in Connecticut owned and operated by respondent for the trans- 
mission of electric energy transmitted from the State of Massachusetts and 
consumed in Connecticut by persons other than the transmitter, were facil- 
ities for the transmission of electric energy in interstate commerce and 
respondent was by virtue of such ownership and operation a public utility 
within the Federal Power Act, id 
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INTERSTATE COMMBERCE—Continued. 
1. Etectric ENerGy, TRANSMISSION AND SALE rN—Continued. 


Transmission of electric energy in interstate commerce, within the pur- 
view of the Federal Power Act, extends from.the generator, where genera- 
tion is complete, to the point where the function of conveyance in bulk 
over a distance (the essential characteristic of “transmission”) is com- 
pleted and the process of subdividing the energy to serve ultimate con- 
sumers (the characteristic of “local distribution”) is begun, id 

Facilities (substation, including transformers and other equipment) that 
are required to raise the voltage so that energy may be transmitted in bulk; 
the facilities (lines) that actually convey the energy in bulk; and the 
facilities to lower the voltage again so the electric energy may be distrib- 
uted, are facilities for transmission. Included in facilities for transmission 
are also devices for metering and controlling the flow of bulk energy, con- . 
densers for limiting loss of energy in the line, devices for weather protec- 
tion, to keep the system “in tune,” etc., 

“Facilities for transmission” include not merely the wires by which 
energy is conveyed in bulk, but all the devices necessary and useful to ac- 
complish that conveyance, id 

Facilities between the generators and the points at which local distribu- 
tion begins are facilities for transmission of electric energy in interstate 
commerce, regardless of changes in title or custody, en route, id 

Transformers do not bring about such a change in the identity or fori 
of electric energy that they mark the terminus of the interstate commerce 
in the electric energy which crosses the State boundary, id 

Respondent held a “public utility” on June 16, 1936, when Order No. 42 
was issued, on January 1, 1937, when the Commission’s Uniform System of 
Accounts became effective, on May 11, 1937, when the further order with 
respect to electric plant account instruction 2—-D of the Uniform System 
of Accounts issued, and continuously through January 1, 1939, when reclass- 
ification of accounts was required to be completed; and ordered to comply 
with such orders as of the time compliance was originally required, id 


(b) Evidence. 


In view of the general practice in the utility industry of using meter 
readings as showing the direction and amount of flow of electric energy, 
a contention that transmission from points of generation outside the State 
to points of utilization within the State is not “uniquely demonstrable by 
physically verifiable facts,” ig untenable. In the Matter of Connecticut 
Light and Power Company, Order to Show Cause Why Respondent Is Not a 
Public Utility and Failed to Comply With Uniform System of Accounts___- 


(c) Sale to Municipality. 


The transmission and sale of electric energy to a municipality for sale 
and ultimate consumption in another state is a “sale at wholesale” of elec- 
tric energy in interstate commerce within the definitions contained in the 
Federal Power Act even though: such transmission is to a municipality. 
In the Matter of Connecticut Light and Power Company, Order to Show 
Cause Why Respondent Is Not a Public Utility and Failed to Comply with 
Uniform System of Accounts 


(d) State Regulation, Effect of. 


Regulation by a state regulatory commission of respondent does not 
free it from regulation under the Federal Power Act, id 


2. NATURAL GAs, TRANSMISSION AND SALE IN. 
(a) Facilities. 


In a proceeding under section 7 (b) of the Natural Gas Act on an ap- 
plication for permission to abandon facilities, applicant, United Gas Pipe 
Line Company, found to be engaged in the transportation of natural gas 
in interstate commerce through its integrated pipe line system which 
traverses several States and in selling a very substantial portion of such 
gas in interstate commerce for resale for ultimate public consumption 
for domestic, commercial, industrial, and other use, and, therefore, held 
to be a natural-gas company within the meaning of the Act. In the Maiter 







































































































































































1140 INDEX-DIGEST 





INTERSTATE COMMERCE—Continued. 
2. NaTurAL GAs, TRANSMISSION AND SaLe 1N—Continued. 


of United Gas Pipe Line Company, Application for Permission for and Ap- 
proval of the Removal and Relocation of Natural Gas Pipe Line Facilities 
as an Abandonment of Facilities___..__---.....-----.----------+--.-~- 

Facilities utilized by applicant in interstate transportation of natural 
gas for delivery at city gates and sale of such gas under the provisions of 
existing rate schedules to a distributing company for resale are facilities 
subject to the jurisdiction of the Commission and their proposed removal 
would constitute an abandonment under section 7 (b) of the Natural 
int Det A irik eal eh eerie epi tctintneghisentinailisiaduinbiibtcainoentilas 

Applicant, being engaged in the transportation and sale of natural gas in 
interstate commerce for resale, is a natural-gas company and its facilities 
in Monroe County, New York, carrying natural gas transported in inter- 
state commerce are subject to the jurisdiction of the Commission under 
section 7 (b) of the Natural Gas Act. In the Matter of Cabot Gas Corpora- 
tion, Application for Approval of Abandonment of Facilities and Service_- 


See also ABANDONMENT, 1. Jurisdiction; ACCOUNTS AND ACCOUNTING, 1. 
Authority to Regulate ; CmerTIFICATE OF PUBLIC CONVENIENCE AND NECES- 
sITy ; NAVIGABLE WATERS ; RaTEs, 3. Jurisdiction. 


JURISDICTION. 
1. Basis or. 


The question of jurisdiction is one of fact and law, and as the facts are 
clear and admitted, all three companies involved are found to be engaged 
in “the transportation of natural gas in interstate commerce” and in “the 
sale in interstate commerce of such gas for resale” and hence natural-gas 
companies within the meaning of the Natural Gas Act. In the Matter of 
Canadian River Gas Company, etc., Consolidated Proceeding on Investiga- 
tion into the Rates and Charges of Canadian River Gas Company, Colorado 
Interstate Gas Company, and Colorado-Wyoming Gas Company__-.---~-~- 

Respondents’ contentions that their business is private and not affected 
with a public interest; that the contracts were entered into privately 
before the passage of the Natural Gas Act; that the companies have not 
held themselves out to serve the public generally but engaged only in serv- 
ing a selected number of customers, and the Natural Gas Act as here 
applied is unconstitutional, rejected, since the courts have upheld the 
constitutionality of the Act here involved against similar contentions where 
similar circumstances existed. Illinois Natural Gas Company v. Central 
Illinois Public Service Company and Illinois Commerce Commission, 
Re Were I OUI Tans at aceite es ith nab ese Reeser ah eistnoliatiage ili aie 


2. CONCURRENT HEARINGS. 


Hearings held concurrently before the Commission trial examiner and 
a Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. In 
the Matter of Godfrey L. Cabot, Inc., and Cabot Gas Corporation, Applica- 
tion to Abandon Pipeline Facilities and Discontinue Service........-_-_- 


8. Enp UsEs or NATURAL Gas. 


Since the Natural Gas Act does not authorize the Commission to reg- 
ulate rates for direct sales to industrial consumers, which class of sales 
furnishes the keenest competition to the coal industry, or to suspend 
rates for indirect sales for industrial purposes, the Commission is not 
vested with complete and comprehensive authority to act as arbiter over the 
end uses of natural gas, on basis of contention by intervenors representing 
the coal industry that the use of natural gas for industrial and space- 
heating purposes constitutes a dissipation of natural-gas resources and 
threatens the coal industry with ruinous competition. In the Matter of 
Tennessee Gas and Transmission Company, Amended Application for 
Certificate of Public Convenience and Necessity 
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JURISDICTION—Continued. 
4. FACILITIES: 


Facilities utilized by applicant in interstate transportation of natural 
gas for delivery at city gates and sale of such gas under the provisions of 
existing rate schedules to a distributing company for resale are facilities 
subject to the jurisdiction of the Commission and their proposed removal 
would constitute an abandonment under section 7 (b) of the Natural Gas 
Act. In the Matter of United Gas Pipe Line Company, Application for Per- 
mission and Approval of the Removal and Relocation of Facilities as an 
Abandonment 

Applicant, being engaged in the transportation and sale of natural gas 
in interstate commerce for resale, is a natural-gas company and its facilities 
in Monroe County, New York, carrying natural gas transported in interstate 
commerce are subject to the jurisdiction of the Commission under section 
7 (b) of the Natural Gas Act. In the Matter of Cabot Gas Corporation, Ap- 
plication for Approval of Abandonment of Facilities and Service 

The sale by a “public utility” of the whole of its facilities for the hydro- 
electric generation and interstate transmission and sale of electric energy 
at wholesale within the jurisdiction of the Commission is subject to the 
requirements of section 203 of the Federal Power Act for authorization of 
such sale by the Commission. In the Matter of Olcott Falls Company, et al., 
Joint Application for Approval of Proposed Sale of Property of a Public 


Since respondent owns facilities used for the transmission and sale 
of electric energy at wholesale in interstate commerce by an affiliated com- 
pany which operates them under a lease, it is a “public utility” under 
section 201 (e) of the Federal Power Act. In the Matter of Indiana Hydro- 
Electric Power Company, Reclassification of Electric Plant Accounts of 
a Public Utility 

By proposed acquisition of utility assets and facilities for generation 
and local distribution of electric energy, applicant, Penelec, a “public 
utility” under the Federal Power Act, held to merge or consolidate its 
facilities, subject to the jurisdiction of the Commission, with facilities 
of Keystone, within the meaning and subject to the requirements of section 
208 of the Federal Power Act. In the Matter of Pennsylvania Electric 
Company, Applications for Approval of Acquisition and Merger of 
Facilities 

5. INTERIM ORDER. 


The Federal Power Commission may, upon a proper record, enter an 
interim order in rate proceedings under the Natural Gas Act. Federal 
Power Commission v. Natural Gas Pipeline Company, 315 U. 8S. 575. City 
of Detroit and County of Wayne, Michigan v. Panhandle Hastern Pipe Line 
Company, et al., etc., Investigation on Complaint and Commission's Own 
Motion of Rates Charged for Sale of Natural Gas in Interstate Commerce. 


6. NAVIGABLE WATERS. 


Section 23 (b) of the Federal Power Act requires a dam proposed to be 
reconstructed to be licensed by the Federal Power Commission if located 
on a “navigable water,” or, where not a “navigable water,” if the interests 
of interstate or foreign commerce would be affected. A license is not re- 
quired if the project is operated and maintained under and in accordance 
with the terms of a permit or valid existing right-of-way granted prior 
to June 10, 1920. In the Matter of Wisconsin Public Service Corporation, 
Declaration of Intention to Reconstruct a Project on the Wisconsin River 
in Wisconsin 

The fact that the new dam was to be constructed principally at the site 
of a former structure and to approximately the same height to create a 
reservoir of the same capacity as before does not relieve declarant of the 
obligation to obtain a license, id 


See also NavicABte WATERS, 1. Jurisdiction. 
7. Past RATEs. 


The Commission does not have authority to fix rates for the past and 
to award reparations. In the Matter of City of Cleveland, Complainant 
v. Hope Natural Gas Company, Defendant, etc., Consolidated Proceedings 
on Complaints and Order for Investigation of Reasonableness of Inter- 
etate Wreteeeie Retetic. 5. itie a as pil 
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JURISDICTION—Continued. 
7. Past Rates—Continued. 


The Commission is authorized, at the request of the City of Cleveland, 
to make appropriate findings of fact as to the lawfulness of the rates 


charged the distributing company by the natural-gas company since June 
30, 1939, id 


8. PRopUCTION AND GATHERING—NATURAL GAS. 


Canadian is not exempt from the Commission’s jurisdiction because 
engaged in production and gathering. The investigation of production and 
gathering property and operations is indispensable in regulating rates 
and charges for the sale of natural gas in interstate commerce for resale 
and for the transportation of natural gas in interstate commerce. In 
the Matter of Canadian River Gas Company, etc., Consolidated Proceeding 
on Investigation into the Rates and Charges of Canadian River Gas Com- 
pany, Colorado Interstate Gas Company, and Colorado-Wyoming Gas 
Company 

Sales to pipe line companies of natural gas in interstate commerce for 
resale by a company admittedly a natural-gas company within the meaning 
of the Natural Gas Act, are not exempt from the jurisdiction of the Com- 
mission as sales in the “production and gathering” of natural gas under 
the exemption of “production and gathering” in section 1 (b) of the 
Natural Gas Act. In the Matter of Interstate Natural Gas Company, Inc., 
etc., Investigation on Complaint and Commission’s Own Motion of Rates 
Charged for Sale of Natural Gas in Interstate Commerce 


9. Pustic Urmiiry Company Act or 1935, Evrect or 


As company owns and operates facilities both for the transmission and 
sale at wholesale of electric energy in interstate commerce, it is a public 
utility subject to the jurisdiction of the Commission and is not exempt 
under section 318 of the Federal Power Act from Commission's accounting 
requirements because of the provisions of section 6 (a) of the Public 
Utiity Holding Company Act or because of the accounting requirements 
‘ of the Securities and Exchange Commission under section 15 (a) of the 

Holding Company Act applicable to holding companies and their subsidi- 
aries as there is no conflict of jurisdiction in the applicability of the sys- 
tems of accounts of the two commissions. In the Matter of Superior 
Water, Light 4 Power Company, On Order to Show Cause Why Reclassi- 
jication of Accounts and Original Cost Studies Should Not Be Filed 

Where one of the applicants, the transferee, had applied to the Securities 
and Exchange Commission for authorization to acquire such facilities 
under the Public Utility Holding Company Act of 1935 and might be exempt 
from the requirements of section 203 of the Federal Power Act by virtue 
of section 318 of that Act, the Commission expressed no opinion as to juris- 
diction as to such acquisition pending a decision by the Securities and 
Exchange Commission, but confined its consideration to the proposed 
disposition by the transferor. Jn the Matter of Olcott Falls Company, et 
al., Joint Application for Approval of Proposed Sale of Property of a 
Public Utility 

The proposed acquisitions having been approved by the Pennsylvania 
Public Utility Commission, are exempt from section 9 (a) of the Public 
Utility Holding Company Act of 1935, and hence are not exempt under 
section 318 of the Federal Power Act from section 203 of the Federal 
Power Act. In the Matter of Pennsylvania Electric Company, Applica- 
tions for Approval of Acquisition and Merger of Facilities 


10. SugpLus Evecrric, ENERGY, ExCHANGE OF. 


Under arrangement known as Connecticut Valley Power Exchange, one 
applicant company exchanged surplus electric energy with other com- 
panies and purchased, under a contract for firm power,-and transmitted 
over its facilities, electric energy generated in States other than Massa- 
chusetts and transmitted therefrom and consumed outside thereof and 
sold such energy to the other applicant companies for resale. The facil- 
ities for such transmission and sale held facilities for the transmission 
and sale of electric energy at wholesale in interstate commerce, and the 
applicant vendor company, by reason of ownership and operation of such 
facilities, a “public utility” within the meaning of section 203 of the 
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JURISDICTION—Continued. 
10. Surptus Execrric Enercy, ExcHance or—Continued. 


Federal Power Act. In the Matter of Western Massachusetts Electric 
Company, et al., Application for Approval of. Merger, Consolidation and 
Acquisition of Facilities 

Where, by a proposed merger and consolidation, each of three “public 
utilities” disposes of the whole of its facilities subject to the jurisdiction of 
the Commission, each such disposal is subject to the requirements of section 
203 for authorization by the Commission. The proposed merger and con- 
solidation of facilities subject to the jurisdiction of the Commission, is also 
subject to the requirements of section 208, id 


See also ABANDONMENT, 1. Jurisdiction; AccoUNTs AND ACCOUNTING, 
1. Authority to Regulate. 


LICENSES. 


1. AcTUAL LEGITIMATE ORIGINAL Cost om Farr VALUE DETERMINATION. 


Rights acquired under State law are not sufficient to qualify for a “fair 
value” license under section 23 (a) of the Federal Power Act: The existing 
rights referred to in section 23 (a) must be derived from the Federal gov- 
ernment. In the Matter of the Determination of Actual Legitimate Origi- 
nal Cost of Project No, 16, New York, The Niagara Falls Power Company, 
Licensee 

Licensee’s payment of $1,000,000 Federal administrative fees under the 
license is immaterial since the amount of the fees is not affected by the use 
of actual legitimaie original cost or fair value as the basis for determining 
net investment, id 

Since licensee did not possess any valid existing permit, right-of-way or 
authority from the Federal government when it applied for a license on 
July 3, 1920, it could not and did not qualify for a fair value license under 
section 23 (a) and the net investment in the project must be determined on 
the basis of actual legitimate original cost, id 

Since licensee could not qualify for a “fair value” license under section 
23 (a) by reason of any rights acquired under State law, it was held not 
necessary to pass upon the validity of such rights, id 

See also Cost. 


2. ESTOPPEL TO QUESTION VALIDITY OF. 


The Commission is not estopped from questioning the validity of the 
alleged “fair value” provisions of the license relied upon by licensee since 
the government is not bound or estopped by the acts of its officers or agents 
which go beyond their authority, id 

Moreover, Article 16 of the license provides that the licensee shall be 
relieved of any condition therein prescribed if it shall be finally adjudi- 
cated in any suit or other proceeding thereafter brought “that the Federal 
Power Commission is without authority or power to impose such condi- 
tion,” id 

There is no basis for equitable estcppel since the “fair value” provisions 
of the license were limited to previously constructed portions of the project 
and licensee, therefore, did not prejudice its position in reliance thereon, id__ 


8. Fam VALUE PROVISIONS AND CONFISCATION. 


Actual investment is the best evidence of value and where the actual in- 
vestment in the project is fully protected, there can be no question of 
confiscation. In the Matter of the Determination of Actual Legitimate 
Original Cost of Project No. 16, New York, The Niagara Falls Power Com- 
pany, Licensee 


4. NATURE OF. 


The grant of a license under the Act “is a gratuity, a privilege from the 
sovereign and can only be justified on the theory of the benefit to inure to 
the public.” In the Matter of the Determination of Actual Legitimate 


Original Cost of Project No. 16, New York, The Niagara Falls Power Com- 
gang, Tembeee. i. iio h he O Bi 


5. OPERATION oF PROJECT IN APPARENT VIOLATION OF LAW. 


See CONSOLIDATION, MERGER, SALE OR DISPOSITION OF FACILITIES, 1. Con- 
ditions of Approval, (c) License for Hydroelectric Project. 
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MERGER. 


See CoNSOLIDATION, Mercer, SALE on DISPOSITION OF FACILITIES. 
MUNICIPALITIES. 


See INTERSTATE COMMERCE, 1. Electric Energy, Transmission and Sale in, 
(c) Sale to Municipality. 


NATURAL GAS, END USES OF. 


See CERTIFICATE OF PuBLIC CONVENIENCE AND NEcEssiTy, 4. End Uses of 
Natural Gas, Jurisdiction Over. 


NATURAL GAS ACT—CONSTITUTIONALITY. 
See JurRispicTion, 1. Basis of. 
NATURAL-GAS COMPANIES. 


See ABANDONMENT; CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY ; 
DEPRECIATION AND DEPLETION ; INTERSTATE COMMERCE, 2. Natural Gas, 
Transmission and Sale in; JURISDICTION ; RATEs. 


NAVIGABLE WATERS. 
1. JURISDICTION, 


Since the Niagara River is both a boundary water and a navigable 
stream, it is subject to the treaty powers as well as the commerce powers 
of the Federal government. In the Matter of the Determination of Actual 
Legitimate Original Cost of Project No. 16, New York, The Niagara Falls 
Power Company, Téceneeess 26 eo ie See aio ei he 

Joint resolution of July 12, 1919 (41 Stat. 163), authorizing the issu- 
ance of diversionary permits, revocable at will, and licensee’s permit from 
the Secretary of War thereunder, were terminated by the Federal Water 
Power Act when it became law June 10, 1920 (41 Stat. 1063), id_____._____ 

The reference in Article V of the 1910 Boundary Water Treaty with 
Canada to “investments which have already been made in the construction 
of power plants on the United States side of the river under grants of au- 
thority from the State of New York,” was not a recognition and confirma- 
tion by the Federal government of diversions previously made under State 
a cs hae a a aN i hie he 

The issue of navigability is not eliminated from proceeding by the fact 
that application for license is based on occupation of public lands. Section 
4 (e) of Federal Power Act requires the protection of navigability where 
existent. In the Matter of Wisconsin Michigan Power Company, Declara- 
tion of Intention and Application for License for Project No. 1759, Michi- 
‘Section 23 (b) of the Federal Power Act requires a dam proposed to 
be reconstructed to be licensed by the Federal Power Commission if lo- 
cated on a “navigable water” or, where not a “navigable water,” if the 
interests of interstate or foreign commerce would be affected. A license 
is not required if the project is operated and maintained under and in 
accordance with the terms of a permit or valid existing right-of-way 
granted prior to June 10, 1920. In the Matter of Wisconsin Public Service 
Corporation Declaration of Intention to Reconstruct a Project on the Wis- 
Conelan Thver in Wisconsin no. tke n 5 ano ek. 

The fact that the new dam was to be constructed principally at the site 
of a former structure and to approximately the same height to create a 
reservoir of the same capacity as before does not relieve declarant of the 
Gplination fo Gptetit & Ticenhe, 16 <n eee pe ge gn ne ceenaesee 

Authority under Chapter 12 of Wisconsin Laws of 1887 does not con- 
stitute a permit or valid existing right-of-way granted prior to June 10, 
1920, under section 28 (b). Such authorization granted prior to June 
10, 1920, must be by the Federal government, id__....----.-------------- 

If the Wisconsin River was navigable prior to construction of dams 
for maintenance of which Federal authorization has not been obtained, the 
dams may be abated, and their presence in the stream does not in any way 
constitute a bar to a finding of navigability nor to an assertion of Federal 
jurisdiction, id 
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NAVIGABLE WATERS—Continued. 
2. NAVIGABILITY AND INTERSTATE COMMERCE, EFFECT ON. Page 


Streams that have been used and are suitable for use in the transporta- 
tion of persons or property in interstate commerce are navigable waters 
of the United States under the Federal Power Act. In the Matter of 
Wisconsin Michigan Power Company, Declaration of Intention and Ap- 
plication for License for Project No. 1759, Michigan. 

The floating of logs, in the course of a continuous movement from one 
state to another, is interstate commerce. There is nothing in the Power 
Act nor in the long history of judicial interpretation of the Commerce 
Clause requiring a showing of the employment of vessels or watercraft, id__ 

The long, regular, persistent, and commercially important and successful 
use of the Menominee and Michigamme Rivers for transportation of timber 
and forest products from points in the Upper Peninsula of Michigan to 
mills in Wisconsin and Michigan, and after manufacture, to markets over 
a large part of the United States, is established by the record and re- 
quires a holding that they are navigable waters of the United States, id_- 

A stream is navigable if it is used or is susceptible to use as a highway 
for commerce. Overwhelming evidence found of navigation use of the 
Wisconsin River throughout its entire length and of its connection with 
other streams by which interstate commerce has been carried on for 
many years. In the Matter of Wisconsin Public Service Corporation, Dec- 
laration of Intention to Reconstruct a Project on the Wisconsin River 
in Wisconsin 

Regular use of the Wisconsin River over a long period of years for the 
transportation of large quantities of logs, lumber, rafts, and other forest 
products to mill and market to points within the State of Wisconsin and 
in other states compels the conclusion that the river is navigable through- 
out its entire length. Further the interests of interstate commerce would 
be affected by the reconstruction proposed by declarant, id 


38. Provsecr. 


Applicant required to amend application for license to include as a part 
of the complete project an unlicensed constructed hydroelectric develop- 
ment located downstream on the Menominee River where it will be bene- 
ficially affected by proposed upstream developments and its maintenance 
and operation will provide the necessary reregulation of the river flow as 
finctuated by the upstream developments and the operation of the several 
developments indicates the essentiality of each as part of a comprehensive 
plan of stream development, and integrated operation. In the Matter of 
Wisconsin Michigan Power Company, Declaration of Intention and Applica- 
tion for License for Project No. 1759, Michigan 


4. UNLAWFUL CONSTRUCTION AND OPERATION. 


The question whether a proposed transfer of an unlicensed hydroelectric 
generating project operated and maintained in apparent violation of the 
Federal Power Act could be found consistent with the publie interest was 
obviated, since, simultaneously with the filing of the application for author- 
ization to transfer, applicant filed application for a license for the facilities 
proposed to be sold and agreed to accept such license as the Commission 
might lawfully authorize. In the Matter of Olcott Falls Company, et al., 
Joint Application for Approval of Proposed Sale of Property of a Public 
Utility 

Since certain facilities of one of the applicants include a hydrolectric de- 
velopment on navigable waters of the United States (In the Matter of Bel- 
lows Falls Hydro-Electric Corporation, 2 F. P. C. 380) operated in violation 
of the Federal Power Act, applicant had been required to make due applica- 
tion for a license for such development, pursuant to Part I of the Federal 
Power Act, and to accept such license as might lawfully issue. Such appli- 
cation and agreement to accept being filed prior to hearing, the issue was 
removed from the proceeding. Question as to lawfulness of operation of 
other unlicensed projects of applicants on other streams saved for future 
consideration by Commission. In the Matter of Western Massachusetts 
Electric Company, et al., Application for Approval of Mergre, Consolidation 
and Acquisition of Facilities 
NET INVESTMENT. 


See ACCOUNTS AND ACCOUNTING, 2. Basis of Accounting System; Cost; 
Rares, 6. Rate Base, (k) Original Cost. 
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OFFICERS, PUBLIC UTILITY. 


Section 305 (a) of the Federal Power Act makes it unlawful for any 
officer or director of a “public utility” to participate in the making or 
paying of any dividends of such public utility from any funds properly 
included in capital account. Jn the Matter of Minnesota Power ¢ Light 


Company, Reclassification of the Electric Plant Accounts of a Public 
I aa aii aa reinekctl beeen ee wih wkend aad 


OPERATING EXPENSES. 


See Accounts anp AccouNntTINnG, 3. Cost; Cost; Rarss, 6. Rate Base, 
(j) Operating Cost. 


ORIGINAL COST. 


See Accounts AND ACCOUNTING; Cost; DEPRECIATION AND DEPLETION ; 
Licenses, 1. Actual Legitimate Original Cost.or Fair Value Determina- 
tion; Rates, 6. Rate Base, (k) Original Cost. 


PAST EXPENSES CAPITALIZED. 


See Cost, 2. Administration Expenses; Rates, 6. Rate Base, (1) Past 
Expenses Capitalized. 


PRACTICE AND PROCEDURE. 
1. CONSENT PROCEDURE. 


Following advice by a natural-gas company of its plans for a voluntary 
general reduction in rates, consideration of a proposed Commission order 
for investigation of company’s rates was set aside in order to afford an 
opportunity to reach an informal agreement regarding the amount of 
reduction that would be reasonable, and after agreement by the company 
that the computation of excessive returns (and consequently the amount 
of reduction to be effected) would be in conformity with the regulatory 
principles established by the Commission, followed by cooperative confer- 
ences and consideration, the company agreed to reduce its rates in accord- 
ance with recommendations made in studies of Commission’s staff, thus 
Saving the considerable expense of a formal investigation and hearings. 
In the Matter of Northern Natural Gas Company, Cooperative Procedure 
on Proposal to Effect Reduction in Wholesale Natural Gas Rates__-__-_-__-- 

An over-all reduction of rates for sales of natural gas for resale for domes- 
tic and commercial consumption arrived at through conferences between 
natural-gas company and the Commission. Louisiana Public Service Com- 
mission, Complainant v. United Gas Pipe Line Company, Defendant, etc., 
Cooperative Procedure in Investigation of Rates Charged for the Interstate 
ae I I re hs aoe ices eee aden eb oem 

2. HEARINGS—CONCURRENT. 


Hearings held concurrently before the Commission trial examiner and a 
Commissioner of the New York Public Service Commission, not a joint 
hearing, do not preclude independent action by each Commission. In the 
Matter of Godfrey L, Cabot, Inc., and Cabot Gas Corporation, Application 
to Abandon Pipeline Facilities and Discontinue Service_..___._._....-- 


See also ABANDONMENT, 4. Practice and Procedure; CERTIFICATE OF 
PUBLIC CONVENIENCE AND Necessity, 1. Alternate Route. 


8. INTERIM ORDER. 


The Federal Power Commission may, upon a proper record, enter an 
interim order in rate proceedings. Federal Power Commission v. Natural 
Gas Pipeline Company, 315 U. S. 575. City of Detroit and County of 
Wayne, Michigan v. Panhandle Eastern Pipe Line Company, et al., etc., 
Investigation on Complaint and Oommission’s Own Motion of Rates 
Charged for Sale of Natural Gas in Interstate Commerce 


4. MEMORANDUM OPINION. 


Memorandum opinion issued to make public record of basis upon which 
a reduction in rates was made and the manner in which it was achieved. 
In the Matter of Memphis Natural Gas Company, Reduction of Interstate 
Natural Gas Rates Following Negotiation and Conferences 
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PRACTICH AND PROCEDURE—Continued. 
5. Ornper To SHOW CAUSE, ADEQUACY OF RESPONSE TO. 


Respondent’s failure to deny recitals in order to show cause in its re- 
sponse is an admission of the truth of the recitals. » In the Matter of Mis- 
sissippi Power & Light Company, Order to Show Cause Why a Public Util- 
tty Should Not be Directed to Make Accounting Adjustments 

Respondent’s request for additional time to make revised reclassifica- 
tion and original cost studies denied in the absence of a showing that it 
has, in good faith, made a reasonable effort to comply with the Uniform 
System of Accounts, and, without fault upon its part, is unable to complete 
its compliance and, at the earliest opportunity, requested additional time 
within which to comply, id 

Because of inadequacy of response, respondent directed to make account- 
ing dispositions contemplated by order to show cause, with leave to submit 
plans for disposition within 30 days, which will be permitted in lieu thereof, 
if found to be consistent with sound principles of accounting. Failure to 
propose a satisfactory alternative plan for the disposition of the amounts 
classified in Accounts 100.5 and 107 will justify ordering amounts disposed 
of as set forth in order entered, id 


6. REHEARING, 


Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission in 
its former opinion, denied. No new facts were alleged nor principles of 
law stated not fully considered in former opinion. In the Matter of Cana- 
dian River Gas Company, etc., Petition for Rehearing in Investigation into 
Reasonableness of Rates and Charges 

A rehearing will not be granted where no new facts or principles of law 
are set forth which the Commission had not fully considered in adopting 
its previous opinion and order. Jn the Matter of St. Croig Falls Minnesota 


Improvement Company, et al., Rehearing of Proceeding for Reclassification 
of Accounts 


7. SUPPLEMENTAL APPLICATION. 


Supplemental application to abandon and remove a pipeline filed only 
three days before the date of hearing on applications to abandon service 
cannot be disposed of, but must be taken up at a further hearing, pursuant 
to section 7 (b) of the Natural Gas Act. In the Matter of Cabot Gas Cor- 
poration and Godfrey L. Cabot, Inc., Denial of Application to Abandon 
Natural Gas Service 


See CERTIFICATE OF PuBLIC CONVENIENCE AND NEcEsSsITY, 6. “Grandfather” 
Clause. 


PREFERRED STOCK. 


See Accounts AND AccounTING, 3. Cost, (h) Preferred Stock Selling 
Expense. 


PRELIMINARY PERIOD. 
See Cost, 6. Construction Period. 
PRODUCTION AND GATHERING. 


See Junispiction, 7. Production and Gathering—Natural Gas; Rarss, 3. 
Jurisdiction. 


PROFITS BETWEEN AFFILIATES. 


See ACCOUNTS AND ACCOUNTING, 3. Cost, (a) Acquisition of Property, (e) 
Inter-company Contracts and Service Fees, 4. Disposition of Account- 
ing Adjustments, (c) Inter-company Fees and Profits; Cost, 3. Affili- 
ated Companies: RArses, 6. Rate Base, (j) Operating Costs, (k) Origi- 
nal Cost. 


PROFITS, DISTRIBUTION OF. 
See Cost, 4. Bonus. 
PROJECT, ILLEGAL OPERATION OF HYDROELECTRIC. 
See NAvicaABLE Waters, 4. Unlawful Construction and Operation. 
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PROPERTY USED AND USEFUL. 


See Cost, 15. Property Used and Useful; Rates, 6. Rates Base, (c) 
Depreciation and Depletion. 


PUBLIC CONVENIENCE AND NECESSITY. 


See ABANDONMENT, 3. Public Convenience and Necessity; CERTIFICATE 
or PUBLIC CONVENIENCE AND NECESSITY. 


PUBLIC INTEREST. 


See ABANDONMENT, 3. Public Convenience and Necessity ; CERTIFICATE OF 
Pusitic CONVENIENCE AND NECESSITY ; CONSOLIDATION, Mercer, SALE OR 
DISPOSITION oF FAciLities, 3. Public Interest, Consistency With, 


PUBLIC LANDS. 


The issue of navigability is not eliminated from proceeding by the fact 
that application for license is based on occupation of public lands. Section 
4 (e) of Federal Power Act requires the protection of navigability where 
existent. In the Matter of Wisconsin Michigan Power Company, Declara- 
tion of Intention and Application for License for Project No. 1759, Michigan- 


PUBLIC UTILITY STATUS. 
See INTERSTATE COMMERCE. 
PUBLIC UTILITIES. 


See AccouNTs AND ACCOUNTING, 1. Authority to Regulate; Consoripa- 
TION, Murcer, SALE ok DISPOSITION OF FacrLities, 2. Jurisdiction; 
INTERSTATE COMMERCE, 1. Electric Energy, Transmission and Sale in, 


RATES. 
1. CoNSUMERS. 
See Rates, 11. Ultimate Consumers. 
2. Contracts, Fururn SAvincs UNDER. 


No allowance should be made for value of gas purchase contracts rep- 
resenting the purported present value of future savings anticipated in the 
purchase of gas under certain advantageous contracts. City of Detroit and 
County of Wayne, Michigan v. Panhandle Eastern Pipe Line Company, 
et al., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 


3. JURISDICTION. 


The question of jurisdiction is one of fact and law, and as the facts are 
clear and admitted, all three companies involved are found to be engaged 
in “the transportation of natural gas in interstate commerce” and in “the 
sale in interstate commerce of such gas for resale” and hence natural-gas 
companies within the meaning of the Natural Gas Act. In the Matter of 
Canadian River Gas Company, etc., Consolidated Proceeding on Investiga- 
tion into the Rates and Charges of Canadian River Gas Company, Colorado 
Interstate Gas Company, and Colorado-Wyoming Gas Company___-.------- 

Respondents contentions that their business is private and not affected 
with a public interest ; that the contracts were entered into privately before 
the passage of the Natural Gas Act; that the companies have not held 
themselves out to serve the public generally but engaged only in serving a 
selected number of customers, and the Natural Gas Act as here applied is 
unconstitutional, rejected, since the courts have upheld the constitutionality 
of the Act here involved against similar contentions where similar circum- 
stances existed. Illinois Natural Gas Company v. Central Illinois Public 
awe Company and Illinois Commerce Commission, 314 U. S. 498, 

LR dal sa tD tah aa sb olan heat hb coats thal MR ce ps ae Pend ae eae tg ee 

Nor is Canadian exempt from the Commission’s jurisdiction because en- 
gaged in production and gathering. The investigation of production and 
gathering property and operations is indispensable in regulating rates and 
charges for the sale of natural gas in interstate commerce for resale and 
for the transportation of natural gas in interstate commerce, id 
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RATES—Continued. 
8. Jurispicrion—Continued. 


The Commission does not have authority to fix rates for the past and to 
award reparations. In the Matter of City of Cleveland, Complainant v. 
Hope Natural Gas Company, Defendant, etc., Consolidated Proceedings on 
Complaints and Order for Investigation of Reasonableness of Interstate 
Wholesale Rates 

In fixing future rates under section 5 (a) of the Natural Gas Act, the 
Commission must necessarily consider the reasonableness of past and exist- 
ing rates, id 

‘The Commission is authorized, at the request of the City of Cleveland, 
to make appropriate findings of fact as to the lawfulness of the rates 
charged the distributing company by the natural-gas company since June 


Sales to pipe line companies of natural gas in interstate commerce for 
resale by a company admittedly a natural-gas company within the meaning 
of the Natural Gas Act, are not exempt from the jurisdiction of the Commis- 
sion as sales in the “production and gathering” of natural gas under the 
exemption of “production and gathering” in section 1 (b) of the Natural 
Gas Act. In the Matter of Interstate Natural Gas Company, Inc., etc., In- 
vestigation on Complaint and Commission’s Own Motion of Rates Charged 
for Sale of Natural Gas in Interstate Commerce 


4. PRACTICE AND PROCEDURE. 
(a) Cooperative Procedure. 


Following advice by a natural-gas company of its plans for a voluntary 
general reduction in rates, consideration of a proposed Commission order for 
investigation of company’s rates was set aside in order to afford an oppor- 
tunity to reach an informal agreement regarding the amount of reduction 
that would be reasonable, and after agreement by the company that the 
computation of excessive returns (and consequently the amount of reduc- 
tion to be effected) would be in conformity with the regulatory principles 
established by the Commission, followed by cooperative conferences and 
consideration, the company agreed to reduce its rates in accordance with 
recommendations made in studies of Commission’s staff, thus saving the 
considerable expense of a formal investigation and hearings. In the Matter 
of Northern Natural Gas Company, Cooperative Procedure on Proposal to 
Effect Reduction in Wholesale Natural Gas Rates 

An over-all reduction of rates for sales of natural gas for resale for 
domestic and commercial consumption arrived at through conferences be- 
tween natural-gas company and Commission, allocated to seven “rate areas” 
in accordance with Commission’s established policy of endeavoring to obtain 
uniform rates to widest extent feasible. Lower rates in Houston, Beau- 
mont, and New Orleans areas due solely to very close proximity to sources 
of natural gas. Louisiana Public Service Commission, Complainant v. 
United Gas Pipe Line Company, Defendant, etc., Cooperative Procedure in 
Investigation of Rates Charged for the Interstate Sale of Natural Gas___- 

Memorandum opinion issued to make public record of basis upon which a 
reduction in rates was made and the manner in which it was achieved. In 
the Matter of Memphis Natural Gas Company, Reduction of Interstate 
Natural Gas Rates Following Negotiation and Conference 

Natural-gas company agreed to a cost or investment rate base and Com- 
mission accepted the book cost, in the absence of an audit of original cost of 
the company’s properties, id 


(b) Evidence. 


Actual legitimate cost employed to determine the allowable rate base as 
being predicated upon facts and the best evidence in the proceedings. In 
the Matter of City of Cleveland, Complainant v. Hope Natural Gas Company, 
Defendant, ete., Consolidated Proceedings on Complaints and Order for 
Investigation of Reasonableness of Interstate Wholesale Rates 

In fixing future rates under section 5 (a) of the Natural Gas Act, the Com- 
mission must necessarily consider the reasonableness of past and existing 
rates, id 
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RATES—Continued. 
4. PRACTICE AND ProcepurRE—Continued. 


Respondent’s estimates of reproduction cost and so-called “fair value” 
are at best synthetic figures not taken from the books and records, and do 
not purport to represent actual cost or investment. The trial examiner 
properly excluded evidence of reproduction cost or “fair value.” In the Mat- 
ter of Cities Service Gas Company, Investigation on Complaint and Commis- 
sion’s Own Motion into Reasonableness of Rates Charged for the Sale of 
Natural Gas. in Interstate Commerce__—.-~--+-~-~-+-2u----~+-------~--.-- 


(c) Interim Order. 


The Federal Power Commission may, upon a proper record, enter an in- 
terim order in rate proceedings under the Natural Gas Act. Federal Power 
Commission v. Natural Gas Pipeline Company, 315 U. 8.575. City of Detroit 
and County of Wayne, Michigan v. Panhandle Eastern Pipe Line Company, 
et al., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 


(d) Rehearing. 


Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission 
in its former opinion, denied. No new facts were alleged nor principles 
of law stated not fully considered in former opinion. Proper computation 
of taxes showed that the amounts allowed exceeded the amounts which 
would have accrued in 1941 had earnings been limited to a fair return for 
that year. In that event, the company would have had no net taxable 
income for the year 1941. Moreover the companies’ earnings for 1936 to 
1939 were substantially in excess of those allowed as reasonable for 1941, 
so that there would be no excess profits tax on an average earnings basis. 
In the Matter of Canadian River Gas Company, etc., Petition for Rehearing 
in Investigation into Reasonableness of Rates and Charges 


5. PRODUCTION AND GATHERING. 
See Rates, 3. Jurisdiction. 
6. Rate BASE. 

(a) Allocation of Costs. 


A determination of the reasonableness or unreasonableness of rates re- 
quires that the total costs of operations, including depreciation, taxes and 
a fair return, be allocated among the various customers served, individually 
or by appropriate groups. Jn the Matter of Canadian River Gas Company, 
etc., Consolidated Proceeding on Investigation into the Rates and Charges 
of Canadian River Gas Company, Colorado Interstate Gas Company, and 
Colorado-Wyoming Gas Company_---------~-----+.-~----.--+--------.-- 

Following principles long recognized as reasonable, the Commission in 
calculating the reduction in rates allocated fixed costs, which are largely 
joint costs that do not vary with volume of sales and are largely propor- 
tional to each customer’s responsibility for the peak day demand, and vari- 
able costs, which largely vary proportionately to volume of gas purchased 
Dy. CRC. CORIOE s, 1 a shecerlgmr thee pe tained whittle detest ales Shida 

Allocation of joint expenses to local retail business in West Virginia 
made on the basis of the amount which, together with specific local expenses, 
would give a 6% percent return on the net investment in property used 
exclusively in the local business. Jn the Matter of City of Cleveland, Com- 
plainant v. Hope Natural Gas Company, Defendant, etc., Consolidated Pro- 
ceedings on Complaints and Order for Investigation of Reasonableness of 
Tnteratate WROUCRGG  aIBaiouiscninssspm iii oie Lin tcdecitte ds eet iaid 

In the absence of a showing by resporfdents that their direct industrial 
sales are so distinct and separate from their general wholesale business 
that the two cannot be considered together, the Commission concluded that 
it was not unreasonable to treat the entire business as a unit requiring no 
allocation as between the two classes of sales. City of Detroit and County 
of Wayne, Michigan, v. Panhandle Eastern Pipe Line Company, et al., etc., 
Investigation on Complaint and Commission’s Own Motion of Rates Charged 
for Sale of Natural Gas in Interstate Commerce 
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RATES—Continued. 
6. Rate Base—Continued. 


Company’s properties being used in transactions over which the Commis- 
sion has jurisdiction as well as those beyond its jurisdiction and also as to 
render service to customers with varying load and otlrer characteristics, 
it becomes necessary to resort to allocations for the purpose of determining 
just and reasonable rates of the business subject to the Commission’s juris- 
diction. In the Matter of Interstate Natural Gas Company, Inc., etc., 
Investigation on Complaint and Commission’s Own Motion of Rates Charged 
for Sale of Natural Gas in Interstate Commerce 

The “reasonable cost of service” method of allocation under which the 
return on the property, rather than the cost of the property itself, is allo- 
eated along with the operating expenses, is more practical and easier to 
understand and apply than the method whereby an allocation of the cost 
of physical property and operating expenses is made, id 

In making such allocations, operating cost and return are distributed in 
two categories: those which relate to production and purchases, and those 
which relate to transportation and delivery. The latter are in turn divided 
as between demand and volume (M. c.f.) costs. Fixed costs are associated 
with demand and variable costs with volume, except in the case of Federal 
and state income and Federal capital stock taxes, which were allocated 50 
percent to demand and 50 percent to volume, id 

Costs relating to the production or purchase of gas, including the opera- 
tion of field lines, classified as volume or “commodity costs” only, in accord- 
ance with generally accepted practice, id 

Transportation and delivery costs which were associated with demand, 
were allocated in proportion to each customer's responsibility for the peak- 
day demand, and those associated with volume were allocated in propor- 
tion to the volume of gas sold to each customer, id 

Allocation for Federal income taxes made on the basis of income taxes for 
the test year, 1941, as they would have been if net utility income for that 
year had been limited to 6% percent, id__....._---____.-_.________ 

Since the company’s facilities and operations are devoted in part to 
natural gas service, not subject to Commission jurisdiction, necessity 
arises for making an allocation of costs as between jurisdictional and 
non-jurisdictional sales. In the Matter of Cities Service Gas Company, 
Investigation on Complaint and Commission’s Own Motion into Reason- 
ableness of Rates Charged for the Sale of Natural Gas in Interstate Com- 


For the purpose of allocation, costs divided into two categories, (1) 
“commodity” costs, including costs related to production and purchase of 
gas, and (2) those related to transportation and delivery of gas, id 

Return, depreciation and State income taxes properly “commodity” costs 
in part, and “demand” costs in part, id 

All-time system peak day used as basis for allocating demand costs in- 
stead of theoretical deliveries on a colder day, id 

The entire project, though involving facilities-of three affiliated com- 
panies, is, for all practical purposes, a single project, in the operation of 
which an alteration of Canadian’s rates simultaneously affects the rates 
of its affiliated customers, which must in turn be revised downward. In 
the Matter of Canadian River Gas Company, etc., Consolidated Proceed- 
ing on Investigation into the Rates and Charges of Canadian River Gas 
Company, Colorado Interstate Gas Company, and Colorado-Wyoming Gas 
Company 


(b) Contributions in Aid of Construction. 


Contributions made by customers in aid of construction, no longer 
refundable, should be deducted from the plant costs to be included in the 
rate base. In the Matter of Canadian River Gas Company, etc., Consoli- 
dated Proceeding on Investigation into the Rates and Charges of Canadian 
River Gas Company, Colorado Interstate Gas Company, and Colorado- 
Wyoming Gas Company 


582231—44—-vol. 3-73 
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RATES—Continued. 
6. Rate Base—Continued. 
(c) Depreciation and Depletion. 


In determining the allowable rate base the actual existing depletion and 
depreciation should be deducted from the actual legitimate cost of the 
property devoted to the interstate service. In the Matter of City of Cleve- 
land. Complainant v. Hope Natural Gas Company, Defendant, etc., Con- 
solidated Proceedings on Complaints and Order for Investigation of Rea- 
sonableness of Interstate Wholesale Rates 

Where reasonable and proper depletion and accounting practices have 
been followed by a natural-gas company, the resulting reserve is the best 
measure of the depletion and depreciation existing in the property. The 
required depletion and depreciation reserve will be deducted from the 
actual legitimate cost of the company’s property for rate-making, id : 

Interstate rate base found for company’s property assembled as a whole 
and doing business as part of integrated system, id 

Rate base held to be the actual legitimate cost of the property used and 
usefui in furnishing the service, less the existing depreciation therein, plus 
necessary working capital. City of Detroit and County of Wayne, Mich- 
igan vy. Panhandle Eastern Pipe Line Company, et al., etc., Investigation on 
Complaint and Commission's Own Motion of Rates Charged for Sale of 
Natural Gas tn Interstate Commerce__.__.._......---....----..-.--> aca 

Where reasonable and proper depreciation accounting practices have been 
observed, the resulting reserve represents the best measure of the depre- 
ciation existing in the property and should be deducted-from the gross cost 
in a rate base determination, id 

The established basis of determination by Commission of reasonableness 
of rates for electricity and natural gas is a reasonable return upon the 
original cost of the property, less the depreciation and depletion therein, 
plus an allowance for working capital. In the Matter of Northern Natural 
Gas Company, Cooperative Procedure on Proposal to Effect R2duction in 
Wholesale Natural Gas Rates 

Reduction in rates arrived at by application of principles laid down in 
Commission’s decisions in other natural gas cases, including the elimina- 
tion of write-ups, the determination of the proper depreciation reserve 
and allowance of a 6% percent rate of return, etc. Louisiana Public Serv- 
ice Commission, Complainant v. United Gas Pipe Line Company, Defend- 
ant, etc., Cooperative Procedure in Investigation of Rates Charged for the 
Interstate Sale of Natural Gas 

Upon consideration of all aspects, of the case, in the light of its au- 
thority under the Natural Gas Act, the Commission concluded that the 
rate base is the actual legitimate original cost of the property of the 
natural-gas company (including construction work in progress) used and 
useful in furnishing service, less existing depreciation and depletion, plus 
necessary working capital. The natural-gas company did not claim repro- 
duction cost as an element in the rate base determination, and conceded 
that actual legitimate cost was the starting point in such determination. 
In the Matter of Interstate Natural Gas Company, Inc., etc., Investigation 
on Complaint and Commission's Own Motion of Rates Charged for Sale of 
Natural Gas in Interstate Commerce 


(d) Donations. 


Donations are not allowable costs for purposes of rate-making and should 
be deducted from operating expenses. In the Matter of City of Cleveland, 
Complainant v. Hope Natural Gas Company, Defendant, etc., Consolidated 
Proceedings on Complaints and Order for Investigation of Reasonableness 
of Interstate Wholesale Rates 


(e) Exploration and Development Eapense. 


Amortization of exploration and development expenses and actual rate 
case expense over a period of five years allowed. In the Matter of Canadian 
River Gas Company, etc., Consolidated Proceeding on Investigation into the 
Rates and Charges of Canadian River Gas Company, Colorado Interstate 
Gas Company, and Colorado-Wyoming Gas Company 
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Delay rentals related to the unoperated. acreage and other exploration 
and development costs allowed in operating expenses. In the Matter of 
City of Cleveland, Complainant v. Hope Natural Gas Company, Defendant, 
etc., Consolidated Proceedings on Complaint and Order for Investigation 
of Reasonableness of Interstate Wholesale Rates___._.----~-- i ahaich plbinieniaieags 


(f) Future Additions and Construction Work in Progress. 


Provision in the rate base for probable future additions to plant beyond 
1941 disallowed as they are still to be considered speculative. In the Alut- 
ter of Canadian River Gas Company, etc., Consolidated Proceeding on In- 
vestigation into the Rates and Charges of Canadian River Gas Company, 
Colorado Interstate Gas Company, and Colorado-Wyoming Gas Compuny-- 

Estimates of future capital expenditures should be allowed to increase 
the allowable rate base only to the extent that net actual legitimate cust 
will be increased. As the Commission gave no direct effect to expected 
1948 additional revenues for rate-making, the estimated 1943 additions to 
meet demands of new or increased business will not be included in the rate 
base. The Commission allowed an averaged increase in cost for the period 
1941-48 after consideration of additions and retirements of plant and the 
effect on depletion and depreciation reserve of future accruals and retire- 
ments. In the Matter of City of Cleveland, Complainant y. Hope Natural 
Gas Company, Defendant, etc., Consolidated Proceedings on Complaints 
and Order for Investigation of Reasonableness of Interstate Wholesale 


Items representing cost of construction work in progress and budget 
estimates of amounts necessary to complete such construction should not be 
included in the rate base since consideration was not given to additional 
revenues to be obtained from the added territory which respondents say 
cannot be estimated. Respondents’ claim for future capital expenditures 
must be disallowed. City of Detroit and County of Wayne, Michigan v. 
Panhandle Rastern Pipe Line Company, et al., etc., Investigation on Com- 
plaint and Commission’s Own Motion of Rates Charged for Sale of Natural 
OS Ce ne CO tse rr tentigeettrertag cert enethtingnsticeretenh- nection 

Estimated amounts for property additions proposed for the years 1942-46 
should not be included in the rate base since the increased revenues from 
future business should provide ample coverage for the future return and 
costs of operation and the revenues from the predicted increase in business 
are not reflected in the test period of operations. The refusal to include in 
the rate base capital expenditures not yet made cannot involve confiscation. 
In the Matter of Interstate Natural Gas Company, Inc., etc., Investigation 
on Complaint and Commission’s Own Motion of Rates Charged for Sale of 
Natural Gas in Interstate Commerce 

While strict rate-making principles might require no allowance for return 
and depreciation on a proposed Hugoton pipe-line project until completed 
and in service, held, because of urgent necessity for relieving gas transpor- 
tation shortage during war emergency, that public interest requires such 
allowance in connection with the interim reduction of rates ordered in this 
proceeding. In the Matter of Cities Service Gas Company, Investigation 
on Complaint and Commission's Own Motion into Reasonableness of Rates 
Charged for the Sale of Natural Gas in Interstate Commerce 


(g) Gas Purchase Contracts. 


No allowance should be made for value of gas purchase contracts repre- 
senting the purported present value of future savings anticipated in the 
purchase of gas under certain advantageous contracts. City of Detroit 
and County of Wayne, Michigan, v. Panhandle Eastern Pipe Line Company, 
et al., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 


(h) Going Value. 


No amount should be added to cost of plant for going value where the 
amount is wholly unretated to any costs or outlays. In the Matter of Ca- 
nadian River Gas Company, etc., Consolidated Proceeding on Investiga- 
tion into the Rates and Charges of Canadian River Gas Company, Colorado 
Interstate Gas Company, and Colorado-Wyoming Gas Company 
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Claim for going concern value based on carrying costs on portion of plant 
idle pending development of business rejected. The items of expense em- 
braced in such claim were recouped through past rates and charges and 
failure to attain sales capacity during so-called development period was 
not due to initial difficulties in securing patronage but to refusal of parent 
holding company to permit respondent to sell gas in competition with other 
subsidiaries and in territory considered as lying within the sphere of 
influence of other holding company interests. City of Detroit and County 
of Wayne, Michigan, v. Panhandle Eastern Pipe Line Company, et al., etc., 
Investigation on Complaint and Commission's Own Motion of Rates 
Charged for Sale of Natural Gas in Interstate Commerce 

No going concern value allowance should be made for reimbursement to 
distributing companies for expense incurred in the change-over from arti- 
ficial to natural gas, ahd in promoting sales. A portion had been recovered 
through past operating expenses and the balance was included in the al- 
lowed book cost of plant, id 


(i) Interest During Construction, 


Interest during construction was incorrectly computed since it was based 
upon a construction period extending beyond the date of commencement of 
commercial operations established by the fact that regular deliveries of 
natural gas had begun prior to the date claimed by the company and con- 
tinued thereafter. Such fact has long been regarded as establishing defi- 
nitely the beginning of commercial operations. In the Matter of Canadian 
River Gas Company, etc., Consolidated Proceeding on Investigation into the 
Rates and Charges of Canadian River Gas Company, Colorado Interstate 
Gas Company, and Colorado-Wyoming Gas Company 

It is obviously improper to attempt to build fictitious cost upon fictitious 
cost. Consequently, interest during construction based upon “write-ups” 
included in the book costs was disallowed, id 

Capitalization of a fictitious and arbitrary interest amount, computed on 
cost of property estimated by the company to bé in excess of that required 
to handle the business actually done during the period, after the close of 
the construction period, is clearly not justified. Interest ceases to be a cost 
of original plant when commercial operations begin, id 

Interest during construction was allowed on the basis of simple interest 
at 6 percent per year applied to the adjusted monthly expenditures on each 
job from the initial expenditure to the date of operation or date ready for 
service, id 


(j) Operating Cost. 


While taking note of the substantial increase in natural gas sales due to 
the war, and the increasing costs of operation, the Commission neverthe- 
less considered 1939 revenues and costs to be representative of the relation- 
ship that will exist between these items in the immediate future, thereby 
resolving most of the doubts as to future operation conditions in favor of 
the eompanies. In the Matter of Canadian River Gas Company, etc., Con- 
solidated Proceeding on Investigation into the Rates and Chargés of Cana- 
dian River Gas Company, Colorado Interstate Gas Company, and Colorado- 
Wyoming Gas Company 

Excess profits above cost and a fair rate of return of affiliate engaged in 
processing natural-gas company’s gas should be applied as a reduction of its 
operating expenses. Jn the Matter of City of Cleveland, Complainant v. 
Hope Natural Gas Company, Defendant, etc., Consolidated Proceedings on 
Complaints and Order for Investigation of Reasonableness of Interstate 
Wholesale Rates 

Where managerial services have been furnished to affiliates at cost and 
proceeds credited to miscellaneous gas revenues, operating expenses should 
be reduced by the cost of such services in order to reflect actual net oper- 
ating expenses, id 

Recording as sales and purchases of natural gas transactions in which 
gas is furnished to affiliate for use in repressuring oil wells and returned at 
reduced pressure, results in an overstatement of both revenues and ex- 
penses. Resulting duplication of cost should be eliminated, id 
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The Commission approved elimination of property and expenses relating 
to the transportation of coke-oven gas used as fuel at compressor station 
and substitution of the cost of an equivalent amount of natural gas in 
Operating’ CaPGNeO,  1Ccsk ck i nie its ei sning oebsbitem ina aeiagtanmamiimel ion 

Both gas service revenues and cost of compressing natural gas are over- 
stated where company credited revenues instead of expenses with the value 
of steam furnished to an affiliate. Operating expenses should be reduced 
to state actual eost of operation, id 

Where company collects from an affiliate the cost of compressing gas sold 
for transportation and includes this amount with charge for gas sold in 
operating expense, actual revenues and actual operating expenses are over- 
stated and should be reduced to actual cost, id 

Operating expenses for the purpose of estimating future cost of interstate 
service based primarily on actual operating cost for 1940 as representing 
latest available operating data in record and best guide to present and 
future costs. Asa combined normal and surtax rate of 40 percent was under 
discussion in Congress, Commission applied that rate for purpose of com- 
puting future income tax allowance, id 

Allocation of joint expenses to local retail business in West Virginia made 
on the basis of the amount which, together with specific local expenses, 
would give a 6% percent return on the net investment in property used 
exclusively in the local business, id 

Amortization of write-up would impose an unwarranted burden on the 
consumers and is excluded from operating expenses. City of Detroit and 
County of Wayne, Michigan v. Panhandle Eastern Pipe Line Company, 
et al., etc., Investigation on Complaint and Commission’s Own Motion of 
Rates Charged for Sale of Natural Gas in Interstate Commerce 

Cash working capital held properly related to operating expenses since 
the cash necessary to run the business is that which must be available to 
meet current expenses during the time lag between rendering service and 
collection of revenues. Tax accruals in excess of payments held sufficient 
to supply company with adequate bank balances. In the Matter of Inter- 
state Natural Gas Company, Inc., etc., Investigation on Complaint and 
Commission’s Own Motion of Rates Charged for Sale of Natural Gas in 
Interstate Commerce. 

Dry-hole expenses incurred in 1941 allowed as operating expense even 
though the work orders were not completed until 1942. Jn the Matter of 
Citics Service Gas Company, Investigation on Complaint and Commis- 
sion’s Own Motion into Reasonableness of Rates Charged for the Sale of 
Natural Gas in Interstate Commerce 

Excess profits of a wholly owned subsidiary oil company engaged in the 
extraction of gasoline and other residuals from natural gas of natural- 
gas company, rendering the natural gas more marketable and transporta- 
ble and reducing the heat content, above the cost of processing the gas, 
including a fair return on the investment in the property devoted thereto, 
a proper credit to operations of natural-gas company, id 

Annual depreciation expense proper where based on the actual legitimate 
cost of the property in service, excluding write-ups and other improper 
items excluded from rate base, id 


(k) Original Cost. 


Only original cost need be considered where the properties are all of 
comparatively recent acquisition or construction and the accounting 
records were sufficiently adequate and well maintained to permit a ready 
determination of all costs involved. In the Matter of Canadian River 
Gas Company, etc., Consolidated Proceeding on Investigation into the 
Rates and Charges of Canadian River Gas Company; Colorado Interstate 
Gas Company, and Colorado-Wyoming Gas Company 

Transactions involving the acquisition of properties from affiliated 
interests at prices in excess of their original cost were not at arm's length 
and the intercompany profits from such transactions must be eliminated 
from property accounts, id_ 
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Allowance of stock payments made by affiliated interests to Southwestern 
Development Company and Cities Service for entering into contracts for 
the sale and purchase of gas would sanction an unjustified and fictitious 
increase of book cost of plant, which is no part of legitimate original cost, 
in view of the tripartite agreement between these two companies and 
Standard Oil Company (N. J.), to develop a mutually advantageous busi- 
ness, including such sale and purchase contracts, through subsidiaries 
created for the purpose, id 

Trended “original cost” studies intended to reflect changes in price levels, 
but ignoring actual experience, prices, and cost, are not based upon the 
facts and have no probative value. In the Matter of City of Cleveland, 
Complainant v. Hope Natural Gas Company, Defendant, etc., Consolidated 
Proceedings on Complaints and Order for Investigation of Reasonableness 
of Interstate Wholesale Rates 

Actual legitimate cost employed to determine the allowable rate base as 
being predicated upon facts and the best evidence in the proceedings, id__-_ 

Actual legitimate cost of unoperated acreage held as either protective or 
prospective acreage, included in rate base as neceSsary and useful, or 
imminently useful, in rendering gas service, id 

The unamortized balance of gas sales and purchase contracts originally 
obtained at no cost and subsequently transferred to respondent and re- 
corded at inflated values, represents a write-up and must be excluded 
from actual legitimate cost of plant. City of Detroit and County of Wayne, 
Michigan, v. Panhandle Eastern Pipe Line Company, et al., etc., Investiga- 
tion on Complaint and Commission’s Own Motion of Rates Charged for 
Sale of Natural Gas in Interstate Commerce 

Section 6 (a) of the Natural Gas Act authorizes the ascertainment of 
the actual legitimate cost of the property of every natural-gas company, 
and, only when found necessary for rate-making purposes, the ascertain- 
ment of the “fair value” of such property. The evidence is clear that the 
actual legitimate cost of respondent’s property is accurately ascertainable 
from its books and records. Jn the Matter of Cities Service Gas Company, 
Investigation on Complaint and Commission’s Own Motion into Reason- 
ableneas of Rates Charged for the Sale of Natural Gas in Interstate 
NO airtel AN ers clabbith nine entuoeshimarisinlaniaiinb tenis tebe ba aaNet aa: 

No part of an admitted write-up in plant accounts can be included in 
the rate base, id 

So-called “intangibles” carried on the books of affi'iated predecessors, not 
supported by evidence, excluded from the rate base, but prior litigation 
expense as to which evidence was offered. allowed, id 

Cost of making a survey of the natural-gas resources of the United 
States to assist 'in determining future policy with respect to acquisition 
of gas acreage, after which acreage was added, included in cost of natural 
gas rights and leaseholds, id 

Delay rental expense of an affiliated predecessor on leases previously 
abandoned or transferred, unsupported claim for interest not previously 
capitalized, and bonus costs and rentals applicable to abandoned leases, 
disallowed, 

Engineering fees paid to affiliate and top holding company, not based 
upon cost of rendering services, and not the result of dealing at arm’s 
length, should be excluded from the rate base in the absence of a showing 
by respondent of the reasonable cost thereof. and the profits exacted by 
the holding company, id 

Such engineering fees actually rendered, allowed in full for the purpose 
of the interim order. The respondent would be given further opportunity 
to establish, before final order, the actual legitimate cost of services 
rendered, id 

The original cost of properties acquired from affiliate allowed rather 
than amount in its plant account consisting of a capitalized deficit of the 
affi'inte, id : 

Cost of a retired compressor station, erroneously reinstated in plant 
account, properly eliminated in arriving at the actual legitimate cost of 
property in service, making a corresponding reduction in the derreciation 
reserve requirement, leaving the recommended rate base unaffected by 
the adjustment, id 


Page 
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In the absence of evidence by respondent as to the original cost of plant 
not in service, recommendation of Commission's staff that such property be 
excluded from actual legitimate cost of property in service, accepted. Full 
cost of depreciable property retired should be deducted from the depre- 
ciation reserve requirement (accrued depreciation), id 

Items representing proceeds derived from the purchase and sale of 
securities, and depreciation, erroneously deducted from plant account, 
should be restored thereto, id 

Natural-gas company agreed to a cost or investment rate base and 
Commission accepted the book cost, in the absence of an audit of original 
cost of the company’s properties. In the Matter of Memphis Natural Gus 
Company, Reduction of Interstate Natural Gas Rates Following Negotia- 
tion and Conference 


(1) Past Expenses Capitalized. 


Engineering, general and administrative overheads on net property 
additions from 1929 to 1989 and other items previously charged to expense 
in accordance with good accounting principles cannot now be capitalized 
and restated as items of legitimate original cost. Jn the Matter of Cana- 
dian River Gas Company, etc., Consolidated Proceedings on Investigution 
into the Rates and Charges of Canadian River Gas Company, Colorado In- 
terstate Gas Company, and Colorado-Wyoming Gas Company 

Capitalizing items formerly charged to operating expenses held improper 
and inequitable. In the Matter of City of Cleveland, Complainant v. Hope 
Natural Gas Company, Defendant, etc., Consolidated Proceedings on 
Complaints and Order for Investigation of Reasonableness of Inter- 
state Wholesale Rates 

Expenditures for labor and equipment used in drilling wells up to 1923 
should not be included in the rate base since it had been the consistent 
practice of the company, conforming to the then general practice of the 
natural gas industry to charge such cost to expense instead of plant account, 
and such well drilling expenditures had previously been claimed by the 
company and allowed as operating expense in a rate proceeding before a 
Wtnte clement Ns 1 nintiteniiee nce binietitinitin igwicigaitcititiinitidaieniibitnditie 

Considerable discretion and latitude are allowed management in ac- 
counting for overhead expenditures, and where such items have been 
consistently charged to expense when incurred, over a period of forty 
years, their present allowance as items of plant account would not be 
correction of past errors, but substitution of present Judgment for judg- 
ment exercised at the time the expenditures were made, id 

Similar items previously charged to operating expenses by affiliated 
predecessor companies, under allowable discretion of management, should 
likewise not be allowed as part of the rate base, id 

Refusal of the Commission’s staff to include in plant accounts past 
operating expenses, and interest which company had in the past elected 
not to capitalize, and to restate the cost of pipe at prices differing from 
the books, not an “accounting error.” In the Matter of Cities Service Gus 
Company, Investigation on Complaint and Commission’s Own Motion inte 
Reasonableness of Rates Charged for the Sale of Natural Gas in Interstate 


See also Cost, 2. Administration Expense, 


(m) Past Losses. 


Past operating expenses purporting to represent the cost of carrying un- 
used pipeline capacity during 1928, after the construction period had ended, 
recouped in 1928, a year in which the company’s earnings were high, repre- 
senting past losses, not properly includible in the rate base. In the Matter 
of Cities Service Gas Company, Investigation on Complaint and Commis- . 
sion’s Own Motion into Reasonableness of Rates Charged for the Sale of 
Natural Gas in Interstate Commerce. 


(n) Reproduction Cost. 


Estimates of reproduction cost new, less observed depreciation, con- 
sidered but held too conjectural to have probative value in.the determina- 
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tion of rate base, as not based upon established facts and, therefore, subject 
to the vagaries of theories and imagination. In the Matter of Canadian 
River Gas Company, etc., Consolidated Proceeding on Investigation into the 
Rates and Charges of Canadian River Gas Company, Colorado Interstate 
Gas Company, and Colorado-Wyoming Gas Company-__-_-- eit dealt tabdieebai al 

Reproduction cost estimate of natural-gas company found to be not 
predicated upon facts and too conjectural and illusory to be given any 
weight in proceedings. In the Matter of City of Cleveland, Complainant 
v. Hope Natural Gas Company, Defendant, etc., Consolidated Proceedings 
on Complaints and Order for Investigation of Reasonableness of Inter- 
state Wholesale Rates SiR 

There is no need to estimate the cost of respondents’ properties as their 
cost records are complete and maintained in accordance with recognized 
accounting practice. It seems evident that Congress recognized the fallacy 
of the reproduction cost doctrine, and sought by the enactment of section 
6 (a) of the Natural Gas Act to shelve that illusory concept in rate making. 
City of Detroit and County of Wayne, Michigan v. Panhandle Eastern Pipe 
Line Company, et al., etc., Investigation on Complaint and Commission’s 
Own Motion of Rates Charged for Sale of Natural Gas in Interstate Com- 


Respondent's estimates of reproduction cost and so-called “fair value” 
are at best synthetic figures not taken from the books and records, and do 
not purport to represent actual cost or investment. The trial examiner 
properly excluded evidence of reproduction cost or “fair value.” In the 
Matter of Cities Service Gas Company, Investigation on Complaint and 
Commission’s Own Motion into Reasonableness of Rates Charged for the 
Sale of Natural Gas in Interstate Commerce 


(0) Salvage. 


Salvage received from an experimental liquefying gas plant recorded as 
revenues should have been applied as a reduction of the cost of the experi- 
ment. In the Matter of City of Cleveland, Complainant v. Hope Natural 
._ Gas Company, Defendant, ete., Consolidated Proceedings on Complaints 
and Order for Investigation of Reasonableness of Interstate Wholesale 
06808 alien ide ice iantntwne ieacidiehidehsiticintecchlaifey ssa eaca ds hetlcedataincbenhclseliallbacts 


(p) Securities Outstanding. 


Respondents are not entitled to a return on their total capitalization as 
represented by the principal amounts of their outstanding securities, in- 
cluding surplus. City of Detroit and County of Wayne, Michigan v. Pan- 
handle Eastern Pipe Line Company, et al., etc., Investigation on Complaint 
and Commission’s Gwn Motion of Rates Charged for Sale of Natural Gas 
in Interstate Commerce__- 


(q) Tazes. 


Having adopted the year 1939 as representative of revenues and costs, 
the Commission allowed as expense Federal and State income taxes in full, 
without adjustment for reduction in taxable income, for that year because 
of subsequent increases in tax rates. In the Matter of Canadian River 
Gas Company, etc., Consolidated Proceeding on Investigation into the Rates 
and Charges of Canadian River Gas Company, Colorado Interstate Gas 
Company, and Colorado-Wyoming Gas Company 

Petitions for rehearing, alleging that 1941 Federal income and excess 
profits taxes greatly exceeded the amounts allowed by the Commission in its 
former opinion, denied. No new facts were alleged nor principles of law 
stated not fully considered in former opinion. Proper computation of 
taxes showed that the amounts allowed exceeded the amounts which would 
have accrued in 1941 had earnings been limited to a fair return for that 
year. In that event, the company would have had no net taxable income 
for the year 1941. Moreover the companies’ earnings for 1936 to 1939 were 
substantially in excess of those allowed as reasonable for 1941, so that 
there would be no excess profits tax on an average earnings basis. In the 
Matter of Canadian River Gas Company, etc., Petition for Rehearing in In- 
vestigation into Reasonableness of Rates and Charges 


Page 
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Operating expenses for the purpose of estimating future cost of inter- 
state service based primarily on actual operating cost for 1940 as repre- 
senting latest available operating data in record and best guide to present 
and future costs. As a combined normal and surtax rate of 40 percent 
was under discussion in Congress, Commission applied that rate for pur- 
pose of computing future income tax allowance. In the Matter of City of 
Cleveland, Complainant v. Hope Natural Gas Company, Defendant, etc., 
Consolidated Proceedings on Complaint and Order for Investigation of 
Reasonableness of Interstate Wholesale Rates. 

The Commission announces a policy of allowing as proper operating ex- 
penses only such taxes as may be termed ordinary or normal, concluding 
that the basis prescribed in the 1940 Revenue Act establishes the highest 
possible level of Federal taxes which may be allowed as an element of 
operating expense for such purpose. City of Detroit and County of Wayne, 
Michigan v. Panhandle Eastern Pipe Line Company, et al., etc., Investiga- 
tion on Complaint and Commission's Own Motion of Ratcs Charged for Sale 
of Natural Gas in Interstate Commerce 

Natural-gas company accepted principle that tax-saving arising by reason 
of a rate reduction should be passed along as part of that reduction. In 
the Matter of Memphis Natural Gas Company. Reduction of Interstate 
Natural Gas Rates Following Negotiation and Conferences 


(r) Working Capital. 


Cash bank balances need not be provided for separately in a determina- 
tion of working capital where the record is clear that delayed expense 
items, such as income taxes, provide ample funds for this purpose. In 
the Matter of Canadian River Gas Company, ete . Consolidated Proceeding 
on Investigation into the Rates and Charges of Canadian River Gas Com- 
pany, Colorado Interstate Gas Company, and Colorado-Wyoming Gas 
Company 


A period of 45 days held ample to measure the working capital required 
for operating expenses, excluding cost of gas purchased because revenues 
from gas sales are received before payment for purchased gas is due. Tax 
funds on hand are available for bank balances and working capital require- 
ments. In the Matter of City of Cleveland, Complainant v. Hope Natural 
Gas Company. Defendant, etc.. Consolidated Proceedings on Complaints 
and Order for Investigation of Reasonableness of Interstate Wholesale 


The Commission allowed as working capital for operation and mainte- 
nance expense a sum equal to 45 days of the actual 1941 total of such 
expense, excluding cost of gas purchased since respondent paid for such 
gas at about the same time in each month as revenue from gas sales are 
collected. City of Detroit and County of Wayne, Michigan v. Panhandle 
Eastern Pipe Line Company, et al., etc., Investigation on Complaint and 
Commission’s Own Motion of Rates Charged for Sale of Natural Gas in 
Tateretete: COaerOOs. oo he a eee 

Working capital should not include the cost of materials and supplies 
on order or estimated to be ordered during the ensuing 6 months, without 
any deduction for materials and supplies issued and used during that 
period, id 

No separate allowance for items of line pack, cash for emergencies and 
minimum bank balances is made because respondents have capitalized in 
its plants accounts amounts for line pack in excess of the sum separately 
claimed as working capital and amounts accrued for taxes are more than 
sufficient to cover the cash required for emergencies and minimum bank 
balances, id 

Cash working capital held properly related to operating expenses since 
the cash necessary to run the business is that which must be available to 
meet current expenses during the time lag between rendering service and 
collection of revenues. Tax accruals in excess of payments held sufficient 
to supply company with adequate bank balances. In the Matter of Inter- 
state Natural Gas Company, Inc., etc., Investigation on Complaint and 


Commission’s Own Motion of Rates Charged for Sale of Natural Gas in 
Interstate Commerce 
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A calculation of working capital requirement by taking 8-year average 
excess of current assets over noninterest bearing current liabilities, re- 
jected as unsound and inherently fallacious for rate-thaking purposes. No 
separate provision for minimum bank balances made where taxes are, in 
effect, collected from customers in advance of the date when such taxes 
are paid. In the Matter of Cities Service Gas Company, Investigation on 
Complaint and Commission’s Own Motion into Reasonableness of Rates 
Charged for the Sale of Natural Gas in Interstate Commerce 

In conformance with the practice generally applied by the Commission, 
working capital computed by adding one-eighth of the 1942 operating ex- 
penses, exclusive of the cost of gas purchased, to the cost of materials and- 
supplies on hand December 31, 1941. Jn the Matter of Memphis Natural 


Gas Company, Reduction of Interstate Natural Gas Rates Following Ne- 
gotiation and Conferences 


7. RATE CASE ExPENSE. 


Amortization of exploration and development expenses and actual rate 
case expense over a period of five years allowed. In the Matter of Cana- 
dian River Gas Company, etc., Consolidated Proceeding on Investigation 
into the Rates and Charges of Canadian River Gas Company, Colorado In- 
terstate Gas Company, and Colorado-Wyoming Gas Company 

Cost of reclassification studies required by State and Federal commis- 
sions and rate case expenses should be amortized over a 10-year period 
beginning January 1, 1939 by the inclusion of $150,000 annually in operat- 
ing expenses. In the Matter of City of Cleveland, Complainant v. Hope- 
Nutural Gas Company. Defendant, etc., Consolidated Proceedings on Com- 


plaints and Order for Investigation of Reasonableness of Interstate Whole- 
sale Rates 


8. RATE OF RETURN. 


There is no exact or fixed formula for determining a reasonable rate of 
return, but it must be determined on the basis of the Commission’s best 
judgment of what is fair, in view of the evidence in the record, giving con- 
sideration to the returns earned by like investments attended by corre- 
sponding risks and uncertainty, in the same vicinity and over the same 
period of time. 6% percent found to be the maximum rate of return that 
can be considered fair in this case for all three companies. Jn the Matter of 
Canadian River Gag Company, etc., Consolidated Proceeding on Investiga- 
tion into the Rates and Charges of Canadian River Gas Company, Colo- 
rado Interstate Gas Company, and Colorado-Wyoming Gas Company-___- 

During the period 1898 to 1923, for which the company seeks to reaccount, 
in spite of charging $12,600,000 for well drilling cost to operating expense, 
the company had an average rate of earnings on annual average invested 
capital (capital stock and surplus) of more than 15 percent. Jn the Matter 
of City of Cleveland, Complainant v. Hope Natural Gas Company, Defend- 
ant, etc.. Consolidated Proceedings on Complaints and Order for Investi- 
gation of Reasonableness of Interstate Wholesale Rates_._....-__----_- 

A fair rate of return should be equal to that generally being made at the 
same time and in the same region on investments in other enterprises at- 
tended by corresponding risks and should be sufficient to assure confidence 
in the financial soundness of the utility and to maintain its credit and en- 
able it to attract capital necessary for proper discharge of its public 
duties, id 

Considering the national and international situations, increased demand 
for gas, due to the war program, the underlying factors, and all the evi- 
dence in the record, 64% percent found to be a fair rate of return, id 

Respondents are not entitled to a return on their total capitalization as 
represented by the principal amounts of their outstanding securities includ- 
ing surplus. City of Detroit and County of Wayne, Michigan v. Panhandle 
Eastern Pipe Line Company, et al., etc., Investigation on Complaint and 
Commission’s Own Motion of Rates Charged for Sale of Natural Gas in 
Interstate Commerce 

6% percent allowed as a fair and liberal rate of return, id 
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RATES—Continued. 
8. Rate or Retrurn—Continued. be 


Even giving effect to the proposed Federal income tax rate of 41 percent, 
as compared with the 1941 rate of 31 percent, it is apparent that increases 
in revenues will more than offset all increases in expenses and taxes, id____ 

The Commission accepted 6%, percent as a reasonable rate of return to a 
natural-gas company engaged in transmission and sale at wholesale of 
natural gas in interstate commerce. Jn the Matter of Northern Natural 
Gas Company, Cooperative Procedure on Proposal to Effect Reduction in 
Wholesale Natural Gas Rates 

Reduction in rates arrived at by application of principles laid down in 
Commission's decisions in other natural gas cases, including the elimination 
of write-ups, the determination of the proper depreciation reserve and al- 
lowance of a 6% percent rate of return, etc. Louisiana Public Service Com- 
mission, Complainant v. United Gas Pipe Line Company, Defendant, etc., 
Cooperative Procedure in Investigation of Rates Charged for the Inter- 
state Sale of Natural Gas 

The return of a public utility should be equal to that generally obtaining 
at the same time in the same region on investments in other enterprises 
attended by corresponding risks, sufficient to assure confidence in the finan- 
cial soundness of the utility and to maintain its credit and enable it to at- 
tract the capital necessary for the discharge of its public duties. 6% per- 
cent held a fair annual rate of return. Jn the Matter of Interstate Natural 
Gas Company, Inc., etc., Investigation on Complaint and Commission's Own 
Motion of Rates Charged for Sale of Natural Gas in Interstate Commerce__ 

6% percent is a fair and liberal annual rate of return for respondent, 
a well-established natural-gas utility with a high earnings history achieved 
after ample provisions for depreciation and depletion, serving well-estab- 
lished markets principally through affiliated distribution companies, In 
the Matter of Cities Service Gas Company, Investigation on Complaint and 
Commission’s Own Motion into Reasonableness of Rates Charged for the 
Sale of Natural Gas in Interstate Commerce 

A 6% percent rate of return was found to be reasonable and was accepted 
by the company. In the Matter of Memphis Natural Gas Company, Re- 
duction of Interstate Natural Gas Rates Following Negotiation and Con- 
ferences 


9. REASONAPLENESS OF PaST RATEs. 


The Commission does not have authority to fix rates for the past and to 
award reparations. In the Matter of City of Cleveland, Complainant v. 
Hope Natural Gas Company, Defendant, etc., Consolidated Proceedings on 
Complaints and Order for Investigation of Reasonubleness of Interstate 
Wholesale Rates 

In fixing future rates under section 5 (a) of the Natural Gas Act, the 
Commission must necessarily’ consider the reasonableness of past and 
existing rates, id 


10. Test Prrtop. 


While taking note of the substantial increase.in natural gas sales due to 
the war, and the increasing costs cf operation, the Commission neverthe- 
less considered 1939 revenues and costs to be representative of the relation- 
ship that will exist between these items in the immediate future, thereby 
resolving most of the doubts as to future operation conditions in favor of 
the companies. Jn the Matter of Canadian River Gas Company, etc., Con- 
solidated Proceeding on Investigation into the Rates and Charges of 
Canadian River Gas Company, Colorado Interstate Gas Company, and 
Colorado-Wyoming Gas Company 

Having adopted the year 1939 as representative of revenues and costs, 
the Commission allowed as expense Federal and State income taxes in full, 
without adjustment for reduction in taxable income, for that year because 
of subsequent increases in tax rates, id 

Operating expenses as determined for the purpose of estimating future 
cost of interstate service, based primarily on actual operating cost for 1940 
as representing latest available operating data in record, best guide to 
present and future costs. In the Matter of City of Cleveland, Complainant 
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RATES—Continued. 
10. Test Periop—Continued. 


v. Hope Natural Gas Company, Defendant, etc., Consolidated Proceeding 
on Complaints and Order for Investigation of Reasonableness of Interstate 
Wholesale Rates 

The latest calendar year (1941) held to be the proper test period as 
being the most reliable guide for the future in view of the changing eco- 
nomie conditions and the respondents’ rapidly expanding business. City 
of Detroit and County of Wayne, Michigan v. Panhandle Eastern Pipe Line 
Company, et al., etc., Investigation on Complaint and Commission’s Own 
Motion of Rates Charged for Sale of Natural Gas in Interstate Commerce_ 

Having considered company's adjusted book figures for revenues and 
expenses for the 4-year period, 1938-41, the Commission chose the 1941 
operations as being typical, affording the latest available data, and being 
the best guide for fixing rates for the future. In the Matter of Interstate 
Natural Gas Company, Inc., etc., Investigation on Complaint and Commis- 
sion’s Own Motion of Rates Charged for Sale of Natural Gas in Interstate 


Adjustments of the taxes per books in 1941, the test year, by (1) elimi- 
nating over-accruals on the books and (2) giving effect to savings in Fed- 
eral income taxes, held proper. In the Matter of Cities Service Gas Com- 
pany, Investigation on Complaint and Commission’s Own Motion into Rea- 
sonableness of Rates Charged for the Sale of Natural Gas in Interstate 


Evidence of increases in future operating expenses being unreliable, the 
Commission preferred to accept experience as revealed by the company’s 
most recent operations. A comparison of operations, per books, for the 
first eleven months of 1942 with the corresponding period in 1941 shows 
selection of 1941 as test year to be liberal, id 


11. Uttrmate CoNsuMERS. ‘ 
The ultimate purpose of the Commission’s rate regulatory activities 


under the Natural Gas Act is the assurance of reasonable rates for ulti- 
mate consumers. Louisiana Public Service Commission, Complainant v. 
United Gas Pipe Line Company, Defendant, etc.. Cooperative Procedure in 
Investigation of Rates Charged for the Interstate Sale of Natural Gas____ 

The Commission anticipates that the rate reductions will be passed on to 
ultimate consumers by the distributors, id 

Just as money impounded during a court proceeding to test tlie validity 
of a regulatory Commission's order, and representing the difference be- 
tween prior existing rates and the reduced rates established, belongs to 
ultimate consumers, se also the savings here resulting from reduced rates 
belong to ultimate consumers. Jn the Matter of Memphis Natural Gas 
Company, Reduction of Interstate Natural Gas .Rates Following Nego- 
tiation and Conferences 

Savings to purchasers of natural gas for resale, resulting from a reduc- 
tion in rates, should be distributed equitably by such purchasers to their 
ultimate consumers, id 


REACCOUNTING. 


See Accounts ANp AccountinG, 2. Basis of Accounting System, 9. 
Reaccounting; Rates, 6. Rate Base, (1) Past Expenses Capitalized. 
REHEARING. 
See Practice AND Procepurs, 6. Rehearing. 
RENTALS. 


See Cost, 8. Affiliated Companies, (c) Overhead, 5. Construction Costs, 
(f) Rentals, 7. Credits, (c) Rentals. 


REPARATIONS. 
See Jurispiction, 7. Past Rates. 
REPRODUCTION COST. 


See Cost, 9. Electric Energy Furnished in Construction of Project; 
Rates, 6. Rate Base, (n) Reproduction Cost. 
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RETURN. 
See Rates, 8. Rate of Return. 
SALE OF FACILITIES. 
See CoNSOLIDATION, MERGER, SALE OR DISPOSITION OF FACILITIEs. 
SALVAGE VALUE. - 
See Rates, 6. Rate Base, (0) Salvage. 
SECURITIES. 
1. Dest Discount AND EXPENSE. 


Discount on bonds issued to pay interest on bonds previously issued by 
predecessor company cannot be allowed as interest during construction. Jn 
the Matter of the Determination of Aciual Legitimate Originul Cost of 
Project No. 16, New York, The Niagara Falls Power Company, Licensee.___ 

Bond discount held to be a part of the cost of money, to be treated in the 
Same manner as interest, an expense to be finally discharged when the bonds 
are retired, and not part of the cost of property to be capitalized and re- 
tired when the property is removed from service by charges to depreciation 
reserve. In the Mutter of Superior Water, Light 4 Power Company, On 
Order to Show Cuuse Why Reclassification of Accounts und Original Cost 
Studies Should Not be Filed 

Bond discount and expenses improperly capitalized should be removed 
from company’s plant account, established in Account 107, electric plant 
adjustments, and disposed therefrom by a charge to Account 271, earned 
surplus, id 

Amounts representing bond discount and expense suffered by affiliate in 
connection with transactions in bonds of company reclassified by company 
from plant account to Account 140, unamortized debt discount and expense, 
should have been established in Account 107, electric plant adjustments, 
pending Commission approval of the transfer to Account 140. Jn the Mut- 
ter of Pacific Power & Light Company, Reclassification of Electric P.ant 
Accounts of a Public Utility 

An amount representing bond discount and expense relating to an in, 
debtedness which matured and has been replaced by a new bond issue 
should be charged off to Account 271, eurned surplus, id 

The pro rata portion of unzamortized debt and expense relating to pres- 
ently outstanding bonds (137/300 of the life of the bonds having expired) 
should be charged off at once to Account 271, earned surplus, and a pro- 
portionate part of the balance should be included in the income account for 
years subsequent to 1942 until the entire amount is extinguished, id 

Discount on stock issued by parent hoiding company in the acquisition 
of property, representfhg the difference between the par and market values 
of the ‘stock, recorded as part of the cost of assets acquired, inflated its 
plant accounts to that extent. Jn the Matter of Minnesota Power & Light 
Company, Reclassification of Electric Plant Accounts of a Public Utility___ 

The amount of the write-up representing bond discount and expense on 
bonds delivered to parent company on acquisition of properties, although a 
proper charge to surplus since the bonds were refunded in 1928, was dis- 
posed of by an immediate charge-off of part to Account 271, earned surplus, 
with transfer of the balance to Account 140, unamortized debt discount, 
from which account it was directed to be amortized over a period not to 
exceed 100 months from June 30, 1942, the remaining original life of the 
refunded bonds, by equal monthly charges to Account 531, amortization 
of debt discount and expense, provided that amortization might be ac- 
celerated by charges to Account 414, miscellaneous debits to surplus, id_._- 


2. IsSUED AT INFLATED VALUES. 


To the extent that the aggregate amount and par value of securities 
issued to parent company in exchange for property was in excess of the book 
cost to the parent company of the properties transferred, the transactions 
resulted in a “write-up” of plant account on the books of the acquiring 
company. In the Matter of Minnesotu Power & Light Company, Reelassifi- 
cation of Electric Plant Accounts of a Public Utility 
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SECURITIES—Continued. 
2. IssuED aT INFLATED VaLuEs—Continued. 


Inflation recorded in plant accounts which arose in connection with 
security issues by respondent to its company’s parent ordered disposed of 
by a charge to earned surplus, with a condition that the company might 
charge a portion to a capital surplus created for such a purpose, leaving in 
earned surplus a balance equivalent to the requirements for one year’s 
preferred stock dividends, instead of making a charge to the common stock 
or capital surplus account which would amount to compulsory reduction 
in the book or stated value of the stock without compliance with law, and, 
in case of charge to capital surplus, would create a “capital surplus 
‘deficit’ ” at the same time with an earned surplus smaller than the “capital 
surplus deficit.” Section 305 (a) of the Federal Power Act makes it un- 
lawful for any officer or director of a “public utility” to participate in the 
making or paying of any dividends of such public utility from any funds 
properly included in capital account, id 

3. PREFERRED STOCK. 

The amount of the write-up representing discount on preferred stock 
delivered by accounting “public utility” to its parent company as a part 
of the consideration for assets transferred, should be transferred to Account 
150, discount on capital stock, and thereafter accounted for as provided by 
the Uniform System of Accounts. In the Matter of Minnesota Power € 
Light Company, Reclassification of Electric Plant Accounts of a Public 
Utility 

Amount representing expenses incurred on sale of preferred stock 
delivered to parent company, ordered disposed of from Account 107 by a 
charge to Account 151, capital stock expense, and thereafter accounted 
for as provided in the Uniform System of Accounts, id 

A discount on preferred stock never reflected on company’s books should 
be transferred from Account 100.5, electric plant acquisition adjustments, 
through Account 107, to Account 150, discount on capital stock. In the 
Matter of Pacific Power & Light Company, Reclassification of Electric Plant 
Account of a Public Utility 


See ACCOUNTS AND ACCOUNTING ; CosT, 11. Exchange of Assets for Secur- 


ities; Rates, 6. Rate Base, (k) Original Cost, (p) Securities Out- 
standing. 


SERVICE LIFE. 
See DEPRECIATION AND DEPLETION, 7. Service Life Method. 
STATE REGULATION. 


* 
See INTERSTATE COMMERCE, 1. Electric Energy, Trasmission and Sale in, 
(d) State Regulation, Effect of. 


STATUS OF ELECTRIC UTILITIES. 

See INTERSTATE COMMERCE. 
STRAIGHT-LINE BASIS. 

See DEPRECIATION AND DEPLETION, 7. Service Life Method. 
TAXES. 

See Rates, 6. Rate Base, (q) Taxes. 
TRANSFER OF FACILITIES. 

See CoNSOLIDATION, MERGER, SALE OR DISPOSITION oF FACILITIES. 
ULTIMATE CONSUMERS. 

See Rates, 11. Ultimate Consumers. 
UNLICENSED PROJECT. 


See ConsovtpaTIoN, Mercer, SALE on Disposition oF Factiiries, 1. Con- 
ditions of Approval. 
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VALUE. 


See AcCCouNTs AND ACCOUNTING, 2. Basis of Accounting System, 8. Cost, 
(a) Acquisition of Property; Cost; Licenses, 1. Actual Legitimate 
Original Cost or Fair Value Determination; Rates, 6. Rate Base. 


WAIVER AND ESTOPPEL. 


See Licenses, 2. Estoppel to Question Validity of. 
WATERS. 
See NAvVIGABLE WATERS. 
WORKING CAPITAL. 
See Rates, 6. Rate Base, (r) Working Capital. 
WRITE-UP. 
See Accounts anp Accounting, 3. Cost, (a) Acquisition of Property, 
(e) Inter-company Contracts and Service Fees, 4. Disposition of Ac- 
counting Adjustments; Cost, 3. Affiliated Companies, (a) Construc- 


tion Costs, 11. Exchange of Assets for Securities; Rates, 6. Rate Base, 
(k) Original Cost. 
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INDEX TO ORDERS OF COMMISSION IN THE NATURE OF 


OPINIONS 


ABANDONMENT—Section 7 (b) (N. G. A.). 
1. AUTHORIZATION OF. 


United Gas Pipe Line Company, docket No. G-395_.......--.-__--~. 
United Gas Pipe Line Company (amendment), docket No. G-395--.. 
Consolidated Gas Utilities Corporation, docket No. G—427__...-_--- 


ACCOUNTS. 
1. PRESCRIBING PROCEDURE. 


Arkansas Louisiana Gas Company, docket No. G-221___-._______-. 
Chicago District Electric Generating Corporation, docket No. 

TO kia ih i ah pesca baile tira inilliceiliicily ideas 
West Virginia Power & Transmission Company, docket No. IT-5788__ 
Washington Gas Light Company, docket No. G-404___.____---_.-..- 
Northern Natural Gas Company, docket No. G-414----_._-___------ 


2. RECLASSIFICATION OF. 


(a) Blectric. 


Blackstone Valley Gas & Electric Company-.-.-.--_____-.__~-. 
El Paso Electric Company, docket No. 'T-5733_-.._--._._-___--- 
Northwestern Illinois Utilities, docket No. IT-5759_--._.___-___ 
Missouri Utilities Company, docket No. IT-5768_..-.__--__---- 
Youghiogheny Hydro-Electric Corporation, docket No. 1T-5764_. 
New Hampshire Gas and Electric Company, docket No. IT-5i67- 
St. Croix Falls Minnesota Improvement Company and St. Croix 

Falls Wisconsin Improvement Company, docket No. IT-5669, 


Portland General Electric I ci Scncnicmarctiniaeiaansinna aidan 
SOS Oe CO oidenistenitir cena treme niicteenie guides 
Kansas City Power & Light Company, docket No. 1T-5737______ 
Kingsport Utilities, Incorporated, docket No. IT-5729_.____.._. 
Minnesota Utilities Company, docket No. IT-5715__-_-_._-___. 
Missouri Service Company, docket No. IT-5778____--__-_-_-___ 
Gulf States Utilities Con:pany, docket No. IT-—5786_._..___~- 
Gulf States Utilities Company, docket No. IT-5787__-___--_-_-__ 
Pennsylvania Power Company, docket No, IT-5687_-...__-_.__ 
Montana-Dakota Utilities Company_.-..---..-.--._-______... 
Benton County Utilities Corporation, docket No. I'T-5744__.____ 
Carolina Power & Light Company, docket No. IT-5701__________ 
Louisiana Public Utilities Company, Inc., docket No. IT-5811___ 
Be ts Re ae ee 
Central Vermont Public Service Corporation, docket No. IT-5807_ 
The Cincinnati Gas & Electric Company_____.--.-.___________ 
Delaware Power & Light Company, docket No. IT-5810________ 
Southern California Edison Company, Ltd__--.-..-__________. 
Missouri Service Company, docket No. IT-5778____..___.-______ 
Northern Power Company, docket No. IT-5766_...-_._________ 
Portland General Hlectric Company, docket No. I'T-5779_______ 
Sioux City Gas and Electric Company, docket No. IT-5809__.___ 
Wachusett Electric Company._-...-__....-.---..__-____.__ 
Idaho Power Company, docket No. IT-5827_..-._--.__________ 
West Virginia Light, Heat and Power Company, docket No. 
ER. la ia i a ee A TS 
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ACCOUNTS—Continued. 
2. RECLASSIFICATION oF—Continued. 


The Twin State Gas & Electric Company, docket No. IT-5848___ 
Kentucky and West Virginia Power Company, Inc 

Gulf Power Company 

Virginia Public Service Company, docket No. I'T-5842 

Pe Cree i raining ect pn pepieesiecerestmtinegniianants a 
Mississippi Power & Light Company, docket No. IT-5824 


(b) Gas. 


West Texas Gas Company, docket No. G-226. 

Southern Natural Gas Company, docket No. G-247 

Duke Power Company 

Sioux City Gas and Electric Company, docket No. IT-5809______ 
Interstate.Natural Gas Company, Inc., docket No. G-467___-.... 


8. Untrorm SYSTEM OF ACCOUNTS. 
(a) Compliance with. 


Superior Water, Light & Power Company, docket No, IT-5765_. 

Northern Power Company, docket No. IT-5766 

Mississippi River Power Company, docket No. IT-5605 

Minnesota Power & Light Company, docket No. IT-5769_____ 

Central Illinois Public Service Company, docket No. IT-5772___ 

Minnesota Power & Light Company, docket No. IT-5769. 

Portland General Electric Company, docket No. IT-5779 

The Connecticut Light and Power Company, docket No. IT-€635_ 

Sioux City Gas & Electric Company, docket No. 1T-5809 

Arkansas-Missouri Power Corporation, docket No. IT-5814 

East Oregon Light and Power Company, docket No. .IT-5815__-2 

Mississippi Power & Light Company, docket No. IT-5824--..___ 

Arkansas Power & Light Company, docket No. IT-5829_________ 

Louisville Gas and Electric Company, docket No. IT-5835 

Northern Indiana Public Service Company, docket No. I'T-5838__ 

Investigation. 

Mississippi Power & Light Company, Hlectric Bond & Share 
Company, Electric Power & Light Corporation, and Ebasco 
Services, Incorporated, docket No. IT-5785_-----.-------__ 

Arkansas Power & Light Company, Electric Bond & Share 


Company, Electric Power & Light Corporation, and Ebasco 
Services, Incorporated, docket No. IT-5794 


See also ACTUAL LEGITIMATE OrIGINAL Cost, 1. Accounting Disposition. 
ACQUISITION. See ConsoLipaTION, MmRGER AND SALE. 
ACTUAL LEGITIMATE COST. 
1. INVESTIGATION OF. 
The East Ohio Gas Company, docket No. G—115---------..._ 
ACTUAL LEGITIMATE ORIGINAL COST. 
1. AccouUNTING DISPOSITION. 


Alabama Power Company, project No. 349. 
Alabama Power Company, project No. 618 
Alabama Power Company, docket No, IT-5757 


2. COMPLIANCE WITH. 
Pacific Power & Light Company, project No. 985 
8. DETERMINATION OF. 


Henry Ford & Son, Ine., project No. 13 
Puget Sound Power & Light Company, project No. 943 
The Niagara Falls Power Company, project No. 16 


AMORTIZATION. See Securirigs, 1. Amortization and Refinancing. 
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Teo a OF PUBLIC CONVENIENCE AND NECESSITY—Section 
.G. A.) 


1, AMENDMENT. 
(a) Denied. Page 
Northern Natural Gas Company, docket No. G-280__....__.__ 886 
(b) Granted. 


The Ohio Fuel Gas Company and Panhandle Eastern Pipe Line 
Company, docket Nos. G—408, G-410 
Consolidated Gas Utilities Corporation, docket No. G—438 


2. APPLICATION AND PROCEEDINGS. 


(a) Consolidated for Hearing. 


The Ohio Fuel Gas Company and Panhandle Eastern Pipe Line 
Company, docket Nos. G—408, G—410 

Panhandle Eastern Pipe Line Company, docket Nos. G—410, 
G—459 


Northern Natural Gas Company, docket Nos. G-465, G-476__-- 
Kansas-Nebraska Natural Gas Company, Inc., The Fin-Ker 
Oil & Gas Production Company (of Katisas), The Tri-County 
Gas Company (of Kansas), Kansas Natural Gas, Inc., docket 
Nos. G-325, G-352, G-464, G-494___--...__.-_--- 


(b) Dismissed. 

Gas ‘TranSport, Inc., docket’ No. “G—258 
(c) Rehearing Denied. 

Western Natural Gas Company, docket No. G—168_..-.-.____ cin 
(d) Show Cause on Failure to File. 


Cities Service Gas Company, Cities Service Transportation and 
Chemical Company, Cities Service Company, docket No, G-487_ 


(e) Supplemental. 


Panhandle Eastern Pipe Line Company, et al, docket No. 
G—452_ 1027, 1038 


8. CERTIFICATE GRANTED. 
(a) “Grandfather.” 


Memphis Natural Gas Company, docket No. G-315 

The Commercial Gas Pipeline Company, docket No, G-309_--- 

Southern Natural Gas Company, docket No. G-296 . 

Apex Gas Company, Inc., docket No. G-293 

Independent Natural Gas Company, docket No. G-379. 

Natural Gas Pipeline Company of America and Texoma Natural 
Gas Company, docket No. G—235 

Louisiana-Nevada Transit Company, docket No. G—246 

Keuka Construction Corporation, docket No. G-311 

New York State Natural Gas Corporation, docket No. G-312-- 

United Gas Pipe Line Company, docket No. G—232 

Baltic Operating Company, docket No. G-—261 

Durango Natural Gas Company, docket No. G—354---__--~--- is 

Pennsylvania Gas Company, docket No. G-370 

Home Gas Company, docket No. G-—345. 

Cabot Gas Corporation, docket No. G-—360 

Billings Gas Company, docket No. G-279 

Arkansas Louisiana Gas Company, docket No. G-252 

Chicago District Pipeline Company, docket No. G-289 

Western Oklahoma Gas Company, docket No. G-306 

BHastern Pipe Line Company, docket No. G-349 

a West Penn Public Service Company, docket No. 

North Central Gas Company, docket No. G-380 

Northern Utilities Company, docket No. G-381 

North Penn Gas Company, docket No. G—335 













1172 

























































(b) 


- (e) 


(d) 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY—Section 


INDEX TO ORDERS 


7 (N. G. A.)—Continued. 
8. Certiricate GranteD—Continued. Page 
Eldorado Gas Company of Eldorado, Oklahoma, docket No. 

a ica ici Pe sascha die nripensh algal aa 937 
Mountain Fuel Supply Company, docket No. G-313_--.----_. 938 
Virginia Gas Transmission Corporation, docket No. G-283..._ 940 
Atlantic Seaboard Corporation, docket No. G-284_.-_.-._-._- 941 
McKean Natural Gas Company, docket No. G320_...-._-.-.___ 942 
Allegany Gas Company, docket No. G-333__----.-.---.--.-.. 943 
State Line Gas Company, docket No. G-367_--__-.-----.---~-- 944 
Iroquois Gas Corporation, docket No. G-—384___..--.--_---_~- 951 
West Texas Gas Company, docket No. G-330__-..-..-----~- _ 68 
Penn-York Natural Gas Corporation, docket No. G—260_.._--~- 958 
United Natural Gas Company, docket No. G-328_._------__-~~- 959 
Rockland Light and Power Company, docket No. G-269_.-... 965 
Kansas-Nebraska Natural Gas Company, Inc., docket No. G-259. 966 
Northern Natural Gas Company, docket No. G-280___...-.--___ 967 
Montana-Dakota Utilities Co., docket No. G-282...._-_.._--_- 968 
LeFlore County Gas and Blectric Company, docket No. G-304.. 969 
Universal Gas Company, docket No. G—375__--.--.---------- 970 
Kentucky Natural Gas Corporation, docket No. G-376____--~. 971 
Hope Nutural Gas Company, docket No. G-290___--._-.-__---. 994 
Sioux City Gas and Electric Company, docket No. G-314._._.._ 995 
Northern Indiana Public Service Company, docket No. G-271_. 999 
Pennsylvania Fuel Suppky Company, docket No. G-388_.-. -.. 1001 
The Central Gas Utilities Company, docket No. G-276__.----__- 1012 
Empire Gas and Fuel Company, docket No. G-300 ~-_-_--_-- 1013 
Carnegie Natural Gas Company, docket No, G-263__..._------ 1052 
Hanley and Bird, docket No. G-316..-..-__-----_---------_. 1053 
Public Service Corporation of Texas, docket No. G-344_-______ 1064 
Missouri Western Gas Company, docket No. G-372_._.---- 1065 
The Sylvania Corporation, docket No. G@-327__-..----------- 1066 
Prince George’s Gus Corporation, docket No. G-248_----_--_. 1072 
Washington Gas Light Company, docket No. G-249_---_____--- 1077 
Central Kentucky Natural Gas Company, docket No. G-338_._._.. 1083 


Empire Gas and Fuel Company, Limited, docket No. G-302_._. 1099 


Limited. 
West Texas Gas Company, docket No. G—422:_..-__--_.___.. 825 
Kansas-Nebraska Natural Gas Company, Inc., docket No. 

SINNER see ctacrietatre epieicin ndia d o-oo canine ieoarciakdeadeedicvedbane teeltosanuaeieatesiie 841 
Non-grandfather. 
United Gas Pipe Line Company, docket No. G-397__-.------_. 786 
United Gas Pipe Line Company, docket No. G-411__.__-----_-_ 816 
New York State Natural Gas Corporation and Keuka Con- 

struction Corporation, docket Nos. G—430, G—431_._.-.__-__ 877 
Colorado Interstate Gas Company, docket No. G-463__..-_... 1021 
Interstate Natural Gas Company, Inc., docket No. G-468___--- 1030 
United Gas Pipe Line Company, docket No. G-398___---_-_- 1070 
Panhandle Eastern Pipe Line Company, docket No. G-455__._._ 1088 
Panhandle Eastern Pipe Line Company, docket No. G-459_._._. 1090 
Temporary. 
Natural Gas Pipeline Company of America and Texoma Natural 

Gas Company, docket No. G-235__......-.---_-___-___ 669, 680, 744 
Northern Natural Gas Company, docket No. G-280___--___--___ 804 
Mt. Morris Gas Company, docket No. G—413__.----.--._- aa wae 
Hope Natural Gas Company, docket No. G-420____.----__-----_ 833 
Arkansas Louisiana Gas Company, docket No. G-419___.----- 845 
Clark Jividen, Trustee, docket No. G-436__......___-__.._- -— 873 
Consolidated Gas Utilities Corporation, docket No. G-429___--_ 875 
Consolidated Gas Utilities Corporation, docket No. G—438_---- 929 
Northern Natural Gas Company, docket No. G-428__.--__..__-_ 939 
Panhandle Eastern Pipe Line Company, docket No. G-437__._.. 954 


Panhandle Eastern Pipe Line Company, docket No. G-457__-. 1005 
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INDEX TO ORDERS 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY—Section 
7 (N. G. A.)—Continued. 


8. CertiricaTe GRANTED—Continued. 


Consolidated Gas Utilities Corporation, docket No. G-484 
The Manutacturers Light and Heat Company, docket No. G-496_ 
West Texas Gas Company, docket No. G—489 


4. CERTIFICATE VACATED. 
(a) Temporary. 
Clark Jividen, Trustee, docket No. G—436 
CONSOLIDATION, MERGER AND SALE—Section 203 (F. P. A.). 
1. Apprication—Required to be Supplemented. 


Western Massachusetts Electric Company, et al, docket No. 
IT-5755. 


2. JURISDICTION. 


Pennsylvania Electric Company, docket No. IT-5760 
Florida Power Corporation, docket No. IT-5777 


8. SECURITIES. 
(a) Merger and Issuance of. 
Montana-Dakota Utilities Co., docket No. IT-5741 
(b) Merger and Acquisition of. 


Otter Tail Power Company and Interstate Power Company of 
North Dakota, docket No. IT-5833. 


4, TRANSFER, MERGER oR SALE AUTHORIZED. 


Alabama Power Company, docket No. IT-5640. 
Associated Maryland Electric Power Corporation and Yough- 


iogheny Hydro-Electric Corporation, docket No. JT-5748____ 

Pennsylvania Electric Company, docket No. IT-5760 

I’acific Power & Light Company and Inland Power & Light Com- 
wane, @ociet Iie. FR SOG ccc tte ee ieteeon 

Virginia Public Service Company, docket Nos. IT-5689, 
IT-5749. 

The Eastern Shore Public Service Company of Maryland, The 
Delmarva Power Company, and Eastern Shore Public Service 
Company, docket No. IT-5774 

Point Pleasant Water & Light Company and Appalachian Elec- 
tric Power Company, docket No. IT--57 

The Cincinnati Gas & Electric Company and The Harrison Elec- 
tric and Water Company, docket No. IT-5661_______-____ sada 

West Coast Power Company, docket No. [T-5817 

Superior Water, Light and Power Company and Northern Power 
Company, docket No. IT-5819 

Sonth Carolina Electric & Gas Company and Lexington Water 
Power Company, docket No. IT-5803 

California Electric Power Company, docket No. IT-5849. 


COST. See Acruat Lectrrimate Cost anp Actua LEGITIMATE ORIGINAL Cost 
DECLARATION OF INTENTION—Section 23 (b) (F. P. A.). 


1. Frsprne THat INTERESTS OF INTERSTATE OR FoREIGN CoMMERCE WOULD 
BE AFFECTED. 


e J. B. McCrary Engineering Corporation, docket No. DI-167___. 
City of Spooner, Wisconsin, docket No. DI-168___.___-----_ aah 


2. Frxpine THAT INTERESTS OF INTERSTATE OR ForEIGN COMMERCE WOULD 
Nor Be AFFECTED. 


Feldspar Producing Company, docket No. DI-159 
DISPOSITION. See ConsoLIDATION, MERGER AND SALE. 
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EMERGENCY. 
1. INTERCONNECTION OF FACILITIES. 


(a) Compulsory on Determination of Ezisting Hmergency—Section 
202 (c) (F.P.A 


Florida Power and Light Company and City of Jacksonville, 
Florida, docket No. IT-5782 

Florida Power Corporation and City of Gainesville, Florida, 
docket No. IT-5784 

Florida Power and Light Company and Clay Electric Cooperative 
Association, Ine., docket No. IT-5783_..-..-.---_-_---_-- 

Idaho Power Company and Malheur Cooperative Electric Asso- 
ciation, docket IT-5792 

Connecticut Light and Power Company and City of Norwich, 
Connecticut, docket No. IT-5808 

Florida Power and Light Company and Clay Electric Coopera- 
tive Association, Inc. (amendment), docket No. IT-5783__~- 

Bonneville Power Administration and the Washington Water 
Power Company, docket No, IT-5818___.._.-__-______--____ 

Dairyland Power Cooperative and Northern States Power Com- 
pany, docket No. IT-5820 


Request for Approval of—Section 202 (d) (F. P. A.). 
New Bedford Gas and Edison Light Company, docket No. 


The United Illuminating Company, docket No. [T-5761___.___-_ 
The United Illuminating Company (amendment), docket No. 


The Connecticut Light and Power Company, docket No. 
IT-5793 

The Ohio Public Service Company and Ohio River Power, Inc., 
docket No, IT-5775 

Texas Electric Service Company, docket No. IT-5798 

Texas Electric Service Company, docket No. I'T-5797 

The Connecticut Light and Power Company (amendment), 


The Connecticut Light and Power Company, docket No. IT-5796 
Wisconsin Electric Power Company, docket No, IT-5805_.-..- 
Puget Sound Power & Light Company, docket No. IT-5812 

Public Service Company of Northern Illinois, docket No. IT-5816_ 
a and Southern Ohio Electric Company, docket No. IT- 


Public Service Company of Northern Illinois (amendment), 
Gockat Bie. Tee cite hs enced ieee. ik 
2. NAvVIGABLE WATERS—ADDITIONAL DIVERSION. 
Niagara Falls Power Company, project No. 16 
3. OrpeR For HEARING. 


Bonneville Power Administration and The Washington Water 
Power Company, docket No. IT-5818 


See also Exportation, 1. Electric Energy (d) Emegency Transmission 
Authorized. 


EXPORTATION. 
1, Execrric Enercy—Section 202 (e) (F. P. A.). 
(a) Application for Authorization Dismissed. 


Piedgras Negras Broadcasting Company and Central Power 
and Light Company, docket No. IT-5889__.....--__-____.__.. 
(b) Authorization Amended or Modified. 
Interstate Power Company, docket No. IT-5022 


B and P Bridge Company of Weslaco and Central Power and 
Light Company, docket No. IT-5375 
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EXPORTATION—Continued. 
1. Exxctrric Enercy—Continued. 


Compania Electrica Matamoros, 8. A. and Central Power and 
Light Company, docket No. IT-5656 

El Paso Hlectric Company, doéket No. IT-5762______._______-__ 

San Diego Gas & Electric Company, docket No. IT-6743. 


Authorization Granted. 


El! Paso Electric Company, docket No. IT-5762 

Montana-Dakota Utilities Co., docket No. [T-5460 

San Diego Gas & Electric Company, docket No. IT-5743. 

San Diego Gas & Electric Company, docket No. IT--5550 

F. N. Garcia, C. M. Bres. Servicios Electricos de Piedras Negras, 
8S. A., and Central Power and Light Company, docket No. 
IT-5026 


Central Power and Light Company, docket No. IT-5024 
California Blectric Power Company and Compania De Luz 
Electrica De Mexicali, 8S. A., docket No. I'T-5751..._-...____- 
Lon P. Piper, Guerrero-Zapata Bridge Company. and Central 
Power and Light Company, docket No. IT-5381_. 


(da) Bmergency Transmission Authorized. 
Buffalo Niagara Electric Corporation, docket No. IT-5637__..-_ 
2. NaturaL Gas—Section 3 (N. G. A.). 
(a) Authorization Amended or Modified, ‘ 


Texas Cities Gas Company and Juarez Gas Company, S. A., 
docket No. G—107 


Border Pipe Line Company and American Smelting and Refining 
Company, Docket No. G—228 


(b) Authorization Granted. 


Border Pipe Line Company and American Smelting and Re- 
fining Company, docket No. G-228 


(c) Mortgaging. of Facilities. 
Border Pipe Line Company, docket No. G-228_........---__. a 
FORT PECK PROJECT—FORT PECK ACT. 


Interim Allocation of Costs to Power Development, Docket 
TG IN eine eee ee eee aed ceei bits 


HEADWATERS BENEFITS—Section 10 (f) (F. P. A.) 


Southern California Edison Company, Ltd., Pacific Gas and 
Electric Company, docket No. IT-5753 


INTERCONNECTIONS. See EaerGency. 
JURISDICTION. 
1. NATURAL GAs CompaNnres—Section 1 (b) (N. G. A.). 


Kansas-Nebraska Natural Gas Company, Inc., The Fin-Ker Oil 
& Gas Production Company (of Kansas), The Tri-County Gas 
Company (of Kansas), Kansas Natural Gas, Inc., docket Nos. 

4 


, 


LICENSES. 
1. AcREEMENTS, ConTRACTS, EASEMENTS AND LEASES. 
Brazos River Conservation and Reclamation District, project 


TN BA iesieersntpisicincinciotingperyseincspilhich leet be Lalit Mle kta 679, 707 


The Washington Water Power Company, project No. 687___-___ 
California Electric Power Company and Imperial Irrigation Dis- 
Grae: ‘eratbeel: 30s, GOR 2 a i a 


¥ 


879 
1106 
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LICENSES—Continued. 
2. AMENDMENTS TO. 
(a) Authorized, Page 


The Niagara Falls Power Company, project No. 16._-_-_-_-___._._.. 659, 820 
Pacific Gas and Electric Company, project Nos. 233, 1873_ 730 
California Oregon Power Company, project No. 1184 

Pacific Gas and Electric Company, project No. 1354.._-__-_--_. 987 
The Montana Power Company, project No. 5--.-.------.-_.-.. 1014 


(b) Denied. 


Portland Canal Power Company, project No. 917--.-..-------.. 
(ce) Tender. 


Appalachian Electric Power Company, project No. 739_..----.. 
Minnesota Power & Light Company, project No, 469.---..-_=__ 


8. Mazon, AUTHORIZED. 


Bellows Falls Hydro-Electric Corporation, project No. 1855... 

Electro Metallurgical Company, project No. 1856 

Bellows Falls Hydro-Electric Corporation, Connecticut River 
Power Company, and New England Power Company, project 
No. 1855 

Platte Valley Public Power and Irrigation District, project 
No. 1835. 

Appalachian Electric Power Company, project No. 739 

Turners Falls Power & Electric Company and Western Massa- 
chusetts Electric Company, project No. 1889. 


4. Mrnorz, AUTHORIZED. 


State Game Commission of New Mexico, project No, 1874.__.-_. 
5. Orper ror ISSUANCE, VACATED. 


Bellows Falis Hydro-Electric Corporation, Connecticut River 


Power Company, and New England Power Company, project 
No. 1855 


6. Prosrct; INCLUSION on Exciusion FromM—Section 8 (11) (F. P. A.). 


Sumpter Valley Dredging Company and Eastern Oregon Light 
and Power Company, project Nos. 1320 and 1813__._._-________ 

Craig-Botetourt Electric Company, project No. 1464_-__-.___-_ isi 

Safe Harbor Water Power Corporation, Pennsylvania Water 
& Power Company, and Susquehanna Transmission Company 
of Maryland. project No. 1025. 

Pennsylvania Water & Power Company and Susquehanna Trans- 
mission Company of Maryland, project No. 1881 

Pennsylvania Power & Light Company, project No. 487...-.--__ 


7. RE-TENDER OF. 


Appalachian Electric Power Company, project No. 739-.----_- 681, 907 
8. SURRENDER. 


La Plata Mines Company, project No. 937. 

Sumpter Valley Dredging Company and Eastern Oregon Light 
and Power Company, project Nos. 1320 and 181 

Portland Canal Power Company, project No. 917 


9. Transrrr—Section 8 (F. P. A.). 


Alaska Pacific Salmon Company and P. E. Harris & Co., project 
Nos. 731, 783 and 794 
Pennsylvania Electric Company and Clarion River Power Com- 
pany, project No, 309. 
Sumpter Valley Dredging Company and Eastern Oregon Light 
and Power Company, project Nos. 1320 and 1813. 
Lexington Water Power Company and South Carolina Electric 
& Gas Company, project No. 516_--....--.-_.----_-___-_-. 
California Electric Power Company and Imperial Irrigation Dis- 
EE I a nr iheaienciien nana aia neesai aati 1106 
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LICENSES—Continued. 
10. UNLICENSED Projects. 


ea aa Electric Company, et al., docket No. 
Fee cctaterrentnciincninesetineiitnei diet ctl Ea inh nila Nieali tt cent n aie 
South Carolina Eleetric & Gas Company, docket No. IT-5801__. 
Bowersock Mills & Power Company, docket No. IT-5830_____ shi 
The Washington Water Power Company, docket No. IT-5831___- 
Duke Power Company, docket No. IT-5832. 

The Montana Power Company, docket No. IT-5840__.._.--.. 


See also DECLARATION OF INTENTION. 
MERGER. See CONSOLIDATION, MERGER, AND SALE. 


NAVIGABLE WATERS. See Emercency, 2. Navigable Waters—Addi- 
tional Diversion. 


PRACTICE AND PROCEDURE. 
1. AMENDMENT. 
(a) Of Order. 


Pacific Power & Light Company and Inland Power and Light 
Company, docket No. IT-5469. 
St. Croix Falls Minnesota Improvement and St. Croix Falls 
Wisconsin Improvement Company, docket Nos. IT-5669, IT- 
70 


(b) To. Petition. 


Public Service Commission of Indiana v. Panhandle Eastern 
Pipe Line Company, Michigan Gas Transmission Corporation 
and Northern Indiana Public Service Company, docket No. 
EE a cpsinterieniss sicahaleshalintecnsichincichimichatiichsii aeiealgaseasipen icaaiimiiaa aes ine 


2. DEPOSITIONS. 

Hope Natural Gas Company, docket No. G-481 
8. EVIDENCE. 

(a) Petition for further statement of, denied. 

First Iowa Hydro-Electric Cooperative, project No. 1853_._..-. 
4. Oprnion, REQUEST FoR, DENIED. 

Mondakota Development Company, docket No. G—220_-.--..- 
5. Onat ARGUMENT. 

The Ohio Public Service Company, docket No. IT-5563_-.._..._ 
6. Private INVESTIGATION. 


Mississippi Power & Light Company, Electric Bond & Share 
Company, Electric Power & Light Corporation, and Ebasco 
Services, Incorporated, docket No. IT-5785 727, T5l 

Arkansas Power & Light Company, Electric Bond & Share 
Company, Electric Power & Light Corporation, and Ebasco 
Services, Incorporated, docket No. IT-5794_-.__.-_--__-__ ai 


7. PRACTITIONERS. 
(a) Order of Suspension, Vacated. 


Investigation of Conduct of F. M. Durrance, C. D. Waterman, 
and R. B. MacDonald 


8. REHEARING, RECONSIDERATION AND REARGUMENT. 
(a) Denied. 


The California Oregon Power Company, docket No. IT-5714____ 
United Gas Pipe Line Company, docket No. G-219__--______-- 
Superior Water, Light & Power Company, docket No. IT-5765_ 690, 4 
The Connecticut Light and Power Company, docket No. IT- 


Aiciethainintipelsitmmititinyts hdd hiebaimasestilastanitidun ce acenaplisssiendttcetaistin * OO 
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PRACTICE AND PROCEDURE—Continued. 
8. REHEARING, RECONSIDERATION AND REARGUMENT—Continued. 


City of Cleveland, et ai. v. Hope Natural Gas Company, docket 
Nos. G-100, G-101, G-113, G-127 

The Niagara Falls Power Company, project No. 16 

Puget Sound Power & Light Company, project No. 943 

Superior Water, Light & Power Company, docket No. I'T-5765_ 

City of Detroit, Michigan, et al. v. Panhandle Eastern Pipe Line 
Company, et al., docket Nos. G-200, G—207 

Border Pipe Line Company and American Smelting and Refining 


22: 
Pacific Power & Light Company, docket No. IT-5611 
The California Oregon Power Company, docket No. I'T-5714__. 
Wisconsin Public Service Corporation, docket No. DI-134 
Indiana Hydro-Electric Power Company, docket No. IT-5681___ 


Granted. 
Pennsylvania Power & Light Company, project No. 487 
The Ohio Public Service Company, docket No. I'T-5563 


Mississippi Power & Light Company, docket No. IT-5824 
Utah Power & Light Company, docket.No. IT—5839 


9. OrpEr TO SHow Cause DISMISSED. 


Arkansas Power & Light Company, Duquesne Light Company, 
Florida Power Corporation, Louis¢ille Gas & Electric Com- 
pany, New Orleans Public Service, Inc., docket Nos. IT-5540, 
IT-5597, IT-5608, IT-5619, IT-6625 


10. Stray OrpER. 
(a) Motion Dismissed. 
Hartford Electric Light Company, docket No. IT-5560_____-_-_ 
(b) Granted in Whole or in Part. 


Canadian River Gas Company, docket No. G-124 

Colorado Interstate Gas Company, docket No. G-124 

Pacific Power & Light. Company, project No. 935..-.._-----.. 
Utah Power & Light Company, docket No. I'T-5839 


11, SusBroENnas. 
(a) Enforcement. 
Mississippi Power & Light Company, docket No. IT-5785_____- 
RATES. 
1. Drscrrmination—Section 4 (b) (N. G. A.). 


The Ohio Fuel Gas Company, docket No. G-245. 

Public Service Commission of Indiana v. Panhandle Eastern 
Pipe Line Company, Michigan Gas Transmission Corporation, 
and Northern Indiana Public Service Company, docket 


Mississippi River Fuel Corporation, Hope Producing Company, 


Southern Carbon Company, United Carbon Company, or. 


2. INVESTIGATION. 


City of Detroit, Michigan and County of Wayne, Michigan », 
Panhandle Eastern Pipe Line Company and Michigan Gas 
Transmission Corporation, docket No. G-200, G-207 

El Paso Natural Gas Company, Western Ges Company, E} Paso 
Gas Transportation Corporation, docket No, G-257 

Montana-Dakota Utilities Company docket No. G—402 

The Ohio Fuel Gas Company, docket No. G-403 

Arkansas Power & Light Company, et al. (Southwest Power 
Pool), docket No. IT-5802 


oR ten PAE OOO SIRE ULM LN POPE 
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RATES—Continued. 
2. InvesticaTion—Continued. 


United Fuel Gas Company, docket No, G-440_----..._.-_--_.. 887 
The East Ohio Gas Company, docket No. G-115_____--_---__. need; 
Mississippi River Fuel.Corporation, Hope Producing Company, 

Southern Carbon Company, United Carbon Company, docket 

PR: SI i actnesinsesnbnigiiniin sti adic ainda toe eetien 972, 976, 996, 1048 
Southern Natural Gas Company, docket No. G-479. 1023 
Potomac Blectric Power Company, docket No. IT-5836_.__._ -—— 1034 
United Fuel Gas Company, docket No. G-440 


3. Proposep INCREASED Rates 0B CHANGES IN RATES. 
(a) Allowed. 


Kentucky. Natural Gas Corporation, docket No. G-174 
Cabot Gas Corporation, docket No. G—251_-.--.--___-__--.- cents 


(b) Disallowed. 


United Gas Pipe Line Company, docket No. G-219____-______. 
New York State Natural Gas Corporation and Keuka Construc- 
tion Corporation, docket Nos. G-223, G-224, G-225. 
(c) Withdrawn. 
United Fuel Gas Company, docket No. G—412 
4. REDUCTION oF. 


Lone Star Gas Company; City of Dallas, Texas v.. Lone Star 
Gas Company, docket Nos. G-208, G—209 

El Paso Natural Gas Company, Western Gas Company, and 
El Paso Gas’Transportation Cofporation; The State of Ari- 
zona v. Western Gas Company and El Paso Natural Gas 
Company, docket Nos. G—242, G-257 

Rockland Light and Power Company, docket No. IT-5738 

Interstate Natural Gas Company, Inc.; Louisiana Public Service . 
Commission v. Interstate Natural Gas Company, Inc., docket 
Nos. G—132, G—149 


5. ScHEDULES. 
(a) Allowed to Take Effect. 


Illinois Commerce.Commission v. Natural Gas Pipeline Com- 
pany of America and Texoma Natural Gas Company, docket 
Nos. G-109, G—112 

The Ohio Fuel Gas Company v. Panhandle Eastern Pipe Line 
Company, docket Nos. G-432, G-470 

(b) Filing. 

Illinois Commerce Commission v. Natural Gas Pipeline Com- 
pany of America and Texoma Natural Gas Company, docket 
Nos. G-109, G—112 : . 

City of Detroit, Michigan and County of Wayne, Michigan ». 
Panhandle Eastern Pipe Line Company and Michigan Gas 
Transmission Corporation, docket Nos. G-200, G-207 


(c) Termination. 
The Manufacturers Light & Heat Company, docket No. G—-126___ 
6. SUSPENSION OF. 


United Fuel Gas Company, docket No. G-412__-.__---------_. 
Godfrey L. Cabot, Inc., docket No. G—426. 

Independent Natural Gas Company, docket No. G—433 

Jersey Central Power & Light Company, docket No. IT—5837-_-~- 


RECLASSIFICATION OF ACCOUNTS. See Accounts. 
REHEARING. See Practice AND PROCEDURE. 
SALE. See Conso_ipATION, MERGER, AND SALE. 
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SECURITIES. 
1, AMORTIZATION AND REFINANCING. 
(a) Denying permission under balance sheet accounts instruction 
6-E. 


West Penn Power Company, docket No. IT-5739 
(b) Granting permission under balance sheet accounts instruction 
EB. 


Pennsylvania Blectric Company, docket No. IT-5763__....___.-_ 
Pennsylvania Water & Power Company, docket No. IT-5663____ 
Public Service Company of New Hampshire, docket No. IT-5821_ 


(c) Requiring compliance under balance sheet accounts instruction 
6-E. 


Public Service Company of Oklahoma, docket No, IT-6781_..-. 
2. Issuance AuTHoRIzED—Section 204 (F. P. A.). 
Montana-Dakota Utilities Co., docket No. IT-5776 


California Electric Power Company, docket No. IT-5791 
Montana-Dakota Utilities Co., docket No. IT-5844_..-...___.. 


8. Report on AUTHORIZED ISSUANCE. 
Montana-Dakota Utilities Company, docket No. TT-—5380_.--_. 
See also CONSOLIDATION, MERGER, AND Sate, 8. Securities. 
UNIFORM SYSTEM OF ACCOUNTS. See Accounts. 
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